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I, Makhele Molahlehi Silvanus, the Acting Manager in the Office of the Municipal Manager, hereby 
confirm that the Annual Report 2014/2015 for the period 01 July 2014 to 30 June 2015 has been 
prepared in accordance with the Municipal Finance Management Act, 56 of 2003 and Regulations 
made under this Act. 

To the best of my knowledge, the report conforms to the requirements of the following sections of the 
Act: 

Chapter 12-Financial Reporting and Auditing 

• Section 121 (2){a)(b) and (c); 

• Section 121(3) (a)--(k); and 

. Section 121(4) (a)-(h( 









Chapter 1 - Mayor’s Foreword and Executive Summary 


Component A: Mayor’s Foreword 


a. Vision: 

During the Integrated Development Plan review process for 2014/2015, the community focusing on identified 
needs, deveiopment issues, predetermined objectives that are aiigned to the Nationai Deveiopment Pian, 
reaffirmed their common aspiration and iocai identity of ali concerned parties and gave a form of a picture of a the” 
preferred future”., a statement that describes how the future would look like if the municipality achieves its ultimate 
aims and is refiected in the shared vision statement that drives the municipaiity towards a compeiling future, 
preferabie 2030, which is beneficiai to aii the citizenry of the municipaiity. 

“A unified, viabie and progressive municipaiity” 

b. Key Policy Developments: 

In preparing for the strategy formuiation process that was going to be impiemented during the financiai year under 
review, it was important that the municipaiity ensures that the generai guidelines reiated to crosscutting 
dimensions are adequateiy considered when designing strategies and projects pianned. To faciiitate these 
requirements, a set of iocaiised strategy guidelines were formuiated regarding the foiiowing priorities: 

• Spatial Development framework 

• Poverty Alleviation 

• Gender Equity 

• Environmentai Sustainabiiity 

• Locai Economic Development 

• Organisational Development and Transformation 

• Good Governance and Public Participation 

• Financiai Viabiiity and Management 

• Infrastructure and Service Deiivery 

• Poiicy Formuiation and Impiementation 

• Performance Management Systems Framework 

To aiign the foliowing to the Nationai Deveiopment Plan, Medium Term Strategic Framework, Free State Growth 
and Development Strategies, Thabo Mofutsanyana District Municipality’s Integrated Development Plan 2014/2015 
and the municipality’s own Municipal Turnaround Strategies, which was repiaced with the Back to Basics at the 
iater stage of the financial year under review, the above was then narrowed to the beiow mention five to be in iine 
with the Locai Government Five Year Strategic Agenda: 

1 . Infrastructure and Service Deiivery 

2. Locai Economic Development 

3. Organisational Development and Transformation 

4. Financiai Viabiiity and Management 

5. Good Governance and Pubiic Participation 
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The above-mentioned Key Performance Areas were used throughout the planning process to guide the strategy 
formulation, project identification and integration to ensure smooth alignment. 

Before the formulation of specific development strategies, SWOT analysis was done on the organisational 
readiness to embark on such a mission to achieve the vision. An investigation was done as to the amount of 
financial, human, institutional and natural resources which could be available in implementing the activities in 
order to achieve the predetermined objectives. An Enterprise Risk Assessment was done on those issues that 
could hamper the municipality to achieve these predetermined objectives. 

Since implementation of the strategies will put tremendous pressure on human and financial resources of the 
municipality, it was important to identify creative and innovative selutions for the coping with human and financial 
resources censtraints. 

c. Key Service Delivery Improvements: 

In line with what the municipality has set itself to achieve during the period under review, captured in the Action 
Plan 2014’2015 to address the queries raised by the Office of the Auditor General in the Audit report of 
2013/2014. It is a pleasure to report that municipality, as the provider of services and local communities as end- 
users of these services has been successful in assisting towards achieving the aspiration of its people. Among 
the achievements, there are several large and small scale projects for continued provision of basic services; 

These include: 

• Construction of 1 0L reservoir; 

• Construction of sports and recreational facility; 

• Fencing ef graveyards and municipal properties; 

• Completion of solid waste disposal or landfill site; 

• Refurbishment of Waste Water Treatment Werks; 

• Construction of Cxidation Pond and Pumpstation; 

• Installation of High-mast lights; 

• Erection of speed humps; 

• Acquisition of ten bakkies to improve turn-around time. 

During the period under review the municipality has also been able to put mechanisms in place to enhance 
internal control measures so to ensure accountability, transparency and responsiveness to community issues. The 
following committees were established and are functional: 

• Municipal Public Accounts Committee 

• Audit and Performance Audit Committee 

• Risk Management Committee 

• Informatien Communication Technologies Steering Committee 

• Municipal Manager’s Integrated Development Plan Coordinating Committee 

• Integrated Development Steering Committee 

• Assets and Liabilities Cemmittee 

• Training Committee 

These committees and all other measures in place ensure increased ability of the municipality for the sustainable 
provision of services to our communities. 


d. Public Participation: 

The municipality engages communities through the Ward Committee meetings held by the Ward Councillors once 
a month and Integrated Development Plan Community Representative Fora, the Integrated Development 
Plan/Budget Roadshows and the Mayoral Imbizos. Over and above the municipality also plays a facilitation role 
whenever a national, provincial or a district organ of state engages communities with the municipal area of 
jurisdiction. This also enhance the intergovernmental relations aspect of government initiatives. 

e. Future Actions: 

The following will be focused on in the next financial year 2015/2016 with the immediate attention to the following: 

New Infrastructure Projects 

Marquard 3km Paved Road to the value of R 21 992 000.00 
Clocolan 3km Paved Road to the value of R 21 992 000.00 
Clocolan Solid waste to the value of R 14 992 307.00 
Senekal indoor sport facility to the value of R 1 0 359 700.00 

Yellow Fleet 

One (1 ) Grader Machine to the value of R 3 400 000.00 

Two (2) Cherry Picker to the value of R 1 500 000.00 

Two (2) Honey Sucker to the value of R 2 000 000.00 

One (1) Refuse Compactor Truck R 800 000.00 

One (1) TLB Machine R 1 100 000.00 

Four (4) Single Drum Roller Pedestrian R 400 000.00 

Two (2) Double Drum Roller Pedestrian to the value of R 600 000.00 

Municipal Refurbishment projects 

Construction of a new sewer pump station to the value of R 8 000 000.00 

Electricity infrastructure in Ficksburg Phase 1 R 6 100 000.00 

Electricity infrastructure in Ficksburg Phase 2 R 4 100 000.00 

Re-sealing of pavement road in Ficksburg/ Meqheleng to the value of R 10 000 000.00 

Re-sealing of pavement road in Clocolan/ Hlohlolwane to the value of R 7 500 000.00 

Re-sealing of pavement in Marquard/ Moemaneng to the value of R 6 000 000.00 

Re-sealing of pavement road in Senekal/Matwabeng to the value of R 8 500 000.00 

f. Agreements / Partnerships: 

The municipality is once again proud to announce that it has partnered with the following institution to enhance the 
municipality’s ability to provide sustainable services to our communities: 

1 . PriceWaterHouseCoopers for the development of Annual Financial Statements and the implementation 
of revenue Enhancement Strategy 

2. IMESA for the assistance with the unbundling of Infrastructure Assets and compilation of a GRAP 
compliant Asset Register 

3. Office of the Auditor General for their continuous interaction with the municipality in assisting with the 
municipality’s endeavours to achieve clean audit 

4. Virgin Activ for the implementation of Electronic Performance Management Systems and the municipality 
transition from Good to Great initiative 

5. National and Provincial Treasuries for the continuous support and guidance regarding monitoring and 


6. Mantsopa Local Municipality, Dihlabeng Local Municipality for their continuous involvement through their 
Municipal Managers in our Assessment Panel for the appraisals of the section 54 Managers, and 

7. All Service providers 

The municipality is also looking forward to a fruitful involvement of the Development Bank of South African Bank 
in our municipality through the acquisition of a loan if our application to the value of R 128 936 007.00 is 
successful for the acquisition of the yellow fleet. 

g. Conclusion 

Once again, throughout this report, each division have elaborated and highlighted a number of all the successful 
and unachieved projects that the municipality targeted during the period under review. Where we have been able 
to achieve our target, we have managed to do so while maintaining a sound fiscal responsibility. 

Were we have failed as a municipality we have put measures in place to correct the situation and would come up 
with alternative method to remedy the challenges. We will continue to work closely with our communities and 
lobby hard to reinforce the mandate from National and Provincial governments, as well as Thabo Mofutsanyana 
District Municipality. 

I remain committed to working together with the Executive Committee, the whole Council, and I am humbled that 
as we enter our last year for the term of our office, (he Council is still bestowing me with the opportunity to lead the 
political direction in Council as the Mayor and Chairperson of the Executive Committee. 

My sincere gratitude goes to the Municipal Manager and his Management Team, the entire municipal workforce’s 
efforts to rriake us realise our vison and making it a reality. I am positive that the municipality is indeed moving 
from Good to Great, and that our future is indeed headed to a place where we would like our people experience of 
local government to be a pleasant one. 


rOAKOBO T B 
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Component B: Executive Summary 


1.1. Municipal Manager’s Overview 


We started the year on a high note having received an unquaiified audit report in the previous 
financiai year. The Management took a decision to ensure that aii those matters of emphasis as 
raised by the Auditor Generai are not repeated in the year under review. The approved Action Pian 
2014/2015 came with ciear intentions and timeiines as to how we are going to deai with those issues, 
and these year’s performance wiii be aiiuding to that. 

During the Adjustment Budget we addressed the shortcoming regarding the aiignment of our 
integrated Deveiopment Pian 2014/2015, the Service Deiivery and Budget Impiementation Pian 
2014/2015 so that what is impiemented in the Service Deiivery and Budget Impiementation Pian is 
what was originaiiy pianned for. 

This was done to address the previous finding by the Auditor Generai that the reported performance 
information is not in iine with pianned performance information. This exercise took the municipaiity a 
period of three months and we are confident that the resuit of these wiii be visibie in this report. 

We continued our reiationship with PriceWaterHouseCoopers for the deveiopment of our Annuai 
Financiai Statements and have addressed aii shortcoming reported on the previous Annuai Financiai 
Statements in terms of corrections to the Annuai Financiai Statement. The Service Levei Agreement 
with PriceWaterHouseCoopers is that when their contract iapses they shouid have transferred 
enough skiiis to our municipai empioyees so as to enabie the municipaiity to deveiop such on its own. 

The municipaiity appointed the same company to impiement the Revenue Enhancement Strategy and 
the process is weii underway as per the Impiementation Pian. We have aiso appointed fieid workers 
to go and verify which of the previousiy instaiied water meters in the former biack township are in 
working conditions and which are not. The pian is to start biiiing those that are working and fix those 
that are broken. 

A iot has been done regarding our infrastructure assets and we have the support of IMESA in this 
regard. Training that is being provided to our staff in terms of the unbundiing, reciassification and 
revaiuation of assets is starting to bear fruits and this is evident in this year’s annuai Financiai 
Statement. 

In terms of the Council’s resolution in phasing in the reviewed organisational structure, the work is in 
progress, we have managed to fill some critical positions in the year under review. Although a 
moratorium has been put on the filling of positions, we are confident that the phasing in of the 
structure will be completed according to the planned timeliness. 

As evidenced in the report on Chapter 3, the municipality continues to provide services to our 
community, though our resources are stretched to the limit, much has been achieved with the little 
that we have. The municipality is currently faced with water shortage. 
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that we have. The municipality is currently faced with water shortage as a result of the drought 
engulfing most parts of the country. 

This report will show that the municipality through processes that were implemented during the year 
under review, much was done to strengthen our call to improve the quality of lives of the citizenry of 
the municipality. The new employees appointed during the year under review bring with them the 
experience and skills needed, in our attempts to professionalise local government, it is expected of ail 
employees to live up to the values we cherish as contained in the Integrated Development Plan 
2014/2015 and beyond, the vision and mission of the municipality. 

it is our intention to recognise and reward performance and performance management is a critical 
element of the change management, hence we wilt be introducing electronic performance 
management system that is integrated to the Standard Chart of Accounts by October 201 5, 



RAMAKARANE STR 
MUNICIPAL MANAGER 


T1.1.1 








1.2. Municipal Functions, Population And Environmental Overview 


Introduction to Municipal Functions 

The municipality was established in terms of section 14 of the Local Government: Municipal Structures 
Act, 1 17 of 1998, and was published in Provincial Gazette number 184, dated 28 September 2000. 
Setsoto is a category B municipality with collective executive system combined with a ward 
participatory system as contemplated in section 3(b) of the Determination of Types of Municipalities 
Act, 1 of 2000. 

The powers and function as assigned to the municipality are stipulated in sections 1 56 and 229 of the 
Constitution and sections 83 and 84 of Local Government: Municipal Structures act, 1 17 of 1998 as 
amended. More specifically, the powers and functions of the municipality relating to sections 84 of the 
said act which were promulgated in Provincial Gazette number 126 dated 30 June 2005 and are: 

Section 84(1) (e) Solid waste 

Section 84(1 ) (f) Roads 

Section 84(1) (j) Firefighting 

Section 84(1) (I) Cemeteries 

Section 84(1) (n) relating to any of the above 

The administrative structure of the municipality consists of five departments and four administrative 
units with the Municipal Manager as the accounting Officer and head of the administration situated in 
Ficksburg. The other three towns in the municipality are Senekal, Marquard, Clocolan and their 
neighbourhood areas. 

T 1.2.1 
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Population Details 





Population '000 


Age 

2012/2013 

2013/2014 

2014/2015 

Male 

Female 

Total 

Male 

Female 

Total 

Male 

Female 

Total 

Age: 0-4 

7 

7 

14 

7 

7 

14 

7 

7 

14 

Age: 5-9 

6 

6 

12 

6 

6 

12 

6 

6 

12 

Age: 10-19 

11 

11 

22 

11 

11 

22 

11 

11 

22 

Age: 20 - 29 

10 

10 

20 

10 

10 

20 

10 

10 

20 

Age: 30 - 39 

7 

8 

15 

7 

8 

15 

7 

8 

15 

Age: 40 - 49 

5 

6 

11 

5 

6 

11 

5 

6 

11 

Age: 50 - 59 

4 

5 

9 

4 

5 

9 

4 

5 

9 

Age: 60 - 69 

2 

3 

5 

2 

3 

5 

2 

3 

5 

Age: 70 -h 

1 

3 

4 

1 

3 

4 

1 

3 

4 


Source: Statistics SA-Census 201 1 T 1 .2.2 


Households 


35000 
30000 
25000 
20000 
15000 
10000 
5000 
0 

2012/2013 2013/2014 2014/2015 



□ Number of households in municipal area 

□ Number of poor households in municipal 
area 
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Overview of Neighbourhoods within Setsoto Locai Municipaiity 

Settlement Type 

Households 

Population 

Ficksburg 


5400 

Boitumelo 


1 532 

Ha Molo 


311 

Itumeleng Zone 3 


630 

Katlehong 


3197 

Khaphamadi 


646 

Marallaneng 


727 

Masaleng 


2184 

Meqheleng Zone 1 


590 

Meqheleng Zone 2 


1 633 

Meqheleng Zone 3 


1 210 

Meqheleng Zone 4 


975 

Meqheleng Zone 5 


1 745 

Meqheleng Zone 6 


2 822 

Meqheleng Zone 7 


5 223 

Meqheleng Zone 8 


10 529 

Vukazenzele 


1 894 

Sub-Total 

13 621 

41 248 

Senekal 


3 466 

Matwabeng Extension 4 


9 883 

Matwabeng Extension 5 


2 450 

Matwabeng Extension 6 


413 

Matwabeng SP 


992 

Matwabeng Zone 1 


1 254 

Matwabeng Zone 2 


6 037 

Matwabeng Zone 3 


1 048 

Sub-Total 

9 387 

25 543 

Clocolan 


1 349 

Diamong 


934 

Dipotomaneng 


1 616 

Hlohlolwane Extension 6 


6 707 

Mandela Park 


1 650 

Matikareng 


962 

Mokodumela 


994 

Ntsharebone 


732 

Sunflower Park 


2 024 

Thethe 


634 

Sub-total 

6219 

17 602 
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Overview of Neighbourhoods within Setsoto Locai Municipaiity 

Settlement Type 

Households 

Population 

Marquard 


1 033 

Moemaneng Extension 1 


940 

Moemaneng Extension 2 


1 038 

Moemaneng Extension 3 


1 848 

Moemaneng Extension 4 


2187 

Moemaneng Extension 7 


1 239 

Moemaneng Extension 8 


838 

Moemaneng SP 


4 409 

Motampelong 


1 191 

Riverside 


779 

Sub-Total 

4 460 

15 502 

Rural 

2 913 


Informal 

1 000 


Total 

37 600 

112 599 

T 1.2.6 


Naturai Resources 

Major Natural Resource 

Relevance to Community 

Caledon River 

Provision of water 

Sandstone 

Small Scale Mining 

Diamond 

Small Scale Mining 

Cherries 

Agricultural Farming 

Asparagus 

Agricultural Farming 

T 1.2.7 


The background data is mainly in terms of census 201 1 as provided by the statistic South Africa, which 
is the reason as to why the information is only given in the sub-totals in the number of household. The 
information from Statistic South Africa is aggregated to a ward level not as per the way the template is 
designed. This challenge need to be addressed when the template is being reviewed. 

We also need to have mechanisms as to how we account for the information during and in between 
the census as it is not captured in the template. 

T 1.2.8 



1.3. Service Delivery Overview 


Service Delivery Introduction 

The Constitutional objectives for local government are set in section 152 and are as follows; 

• To provide democratic and accountable government of local communities 

• To ensure the provision of services to communities in a sustainable manner 

• To promote social and economic development 

• To promote a safe and healthy environment 

• To encourage the involvement of communities and community organisation in matters of local 
government 

A central challenge for municipality have been its viability and ability to build strong department 
capable of delivering on the principles of section 53 of the Constitution which states that; 

..’A municipality must structure and manage its administration and budgeting and planning process to 
give priority to the basic needs of the community, and to promote the social and economic 
development of the community, and participate in national and provincial development programmes. 

‘If the municipality can achieve the above objectives consistently, within the financial and 
administrative capacity, it could be described as a functional, well-performing municipality”. 

The following are the focus areas of the municipality; 

Universal access to water 

All household within the municipality has access to water above the minimum service level. 

Universal access to sanitation 

All household within the municipality has access to sanitation above the minimum service level. 

Universal access to electricity 

All household within the municipality has access to electricity above minimum service level. 

Eradication of informal settlement 

The municipality is not a housing authority, in collaboration with the Free State Department of Fluman 
Settlement it is ensuring that houses are provided. The land is identified and acquired that is utilised 
for township establishment and also assurance is done on the necessary studies and applications for 
township establishment. The process of finalising the processes of rolling-out SPLUMA has been 
completed and the municipality is confident that the process will kick-start smoothly from the beginning 
of the next financial year and that it will impact positively in our endeavours to eradicate informal 
settlements. 

T 1.3.1 
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Proportion of households with access to basic services 

120% 


100% 



40% 

20 % 

0 % 

2011/2012 2012'2013 2013'2014 2014/2015 

— Electricity service connections 
—■—Water - available within 200 m from dwelling 
—■—Sanitation - Households with at leats VIP service 
Waste collection - kerbside collection once a week 


T 1.3.2 


Over the years the municipality has been increasing its ability to provide services to local communities, 
the provision of water has been almost to the maximum and the electricity has been minimal over the 
four year period. Sanitation lacked behind and the municipality is doing all in its power to address the 
situation. Provision for refuse removal has steadily increased to twice a month and we hope to 
increase the frequency in the following financial year. 

T 1.3.3 
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1 . 4 . 


Financial Health Overview 


Financial Overview 


The financial services department is headed by the Chief Financial Officer and comprises of the 
following divisions; 

• Revenue Management 

• Budget and Financial Reporting 

• Assets Management 

• Expenditure Management 

• Supply Chain Management 


Property Valuation and Property Rates 


Valuation on land and buildings is performed every five years, the current properties and land within 
the municipality has a combined market value of R 5 522 740 319. Interim valuations are being done 
on an annual basis and the year under review was no different. The current valuation roll has been 
implemented from the 01 July 2014. 

A total of R 43 603 981 has been received from property rates. Rates were levied on an annual basis 
with equal payments over a period of twelve months. Interest we levied at prime plus 1% per annum 
and it totalled R 19 993 457 on outstanding rates and services. 

A general rate of R0.04 is applied to property valuation to determine assessment rates. Rebates of up 
to 85% are granted to residential, commercial, small holdings and farm property owners. 

Revenue Management 


Revenue Management Division is responsible to ensure that revenue budgeted for the five main and 
other services tariffs, namely: 

Service 

Amount 

Assessment Rates 

43 603 981 

Electricity 

65 740 375 

Water 

37 327 423 

Sanitation 

18 688 068 

Refuse Removal 

21 819 987 

Other Service Charges 

130 740 


Credit Control and Debt Management 


Credit Control and Debt Management section is responsible for revenue collection as well as the 
management of indigents within the municipality. The municipality approved and subsidised 5 817 
indigents and the amount of R 20 315 947 has been spent in respect of the free basic services. Of the 
R 20 315 947, R1.207 956 was for free basic electricity, R19 056 579 was for water, sanitation, refuse, 
and rates and taxes. The balance thereof relates to support on pauper burial to destitute people. 

During the year under review, total amount of R 90 036 224 was written off as bad debt but still 


subjected to being handed over to lawyers for litigations. The collection rate for the period under 
review after taking into account the bad debt written off is 75% of the billed amount. 

Supply Chain Management 

During the period under scrutiny, a total of 5 tenders were awarded to the value of R 1 309 930. From these 
tenders a total of 0 tenders were awarded to locally based companies to the value of R 0. As required by law, 
regulations and policies, all procurement In excess of R 30 000.00 but below R 200 000.00 were advertised on the 
website and municipal notice boards for a period of seven days. 33 quotations were advertised to the value of 
R 2 721 652 and of these quotations 3 were from companies within the municipal area to the value of R 482 361 . 

Budget and Financial Reporting 

The application of sound financial management principles for the compilation of the municipality’s budget is 
essential and critical to ensure that the municipality remains financial viable and those sustainable municipal 
services are provided economically and equitably to all the citizenry. 

The year under review, the total of R 639 779 263 has been spent on operational approved budgets of about 
R 382 285 000, this includes non-cash items, representing 167.30% of the total adjustments expenditure budget 
for the year. These non-cash Items are items such as depreciation, debt impairment year end provision and 
municipal Interdepartmental charges. The budget has been prepared In terms of the required Standard Chart of 
Accounts requirement as the municipality is a pilot site for the implementation of National Treasury project. 

Cash flow management and forecasting is a crucial step in determining if the budget is funded over a Medium- 
Term Revenue and Expenditure Framework. Cash flow management consists of taking the necessary steps to 
maintain adequate levels of cash to meet the operational and capital requirements and to obtain the maximum 
yield on short-term investments. During the period under examination, the municipality closed the financial year 
with a positive bank balance of R 3 702 108 as against the previous financial year of R 12 597 635. 

The Annual Financial Statements of the municipality have been prepared in accordance with Generally 
Recognised Accounting Principles. In terms of paragraph 63 of the Framework for the Preparation of Annual 
Financial Statements, the application of Generally Recognised Accounting Principles normally results in financial 
statements that convey what is generally understood as a fair presentation of such information. 

Expenditure Management 

The municipality has efficiently and effectively through much effort managed to maintain the operational 
expenditure within the approved budget, meaning that the municipality did not exceed its approved budget, 
however, when we include the non-cash items, namely, depreciation, amortisation costs and debt impairment 
provision and other general bulk expenditure for the year, the municipality’s expenditure exceeded the income by 

R 166 427 214. (2014:160 826 796). 

The municipality closed its financial year at 30 June 2015 with a positive bank balance of R 3 702 108, after 
processing payments to our creditors of R 222 846 405. Again, what is worth mentioning is that the Capital 
Expenditure for the 2014/2015 is 100% spent, which is the same as the previous financial year. The municipality 
does not owe Eskom and it meet all its financial obligations. 
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Financial Overview: Year 2014/15 

R’ 000 

Details 

Original budget 

Adjustment Budget 

Actual 

Income: 




Grants 

180,030 

176,542 

250,516 

Taxes, Levies and tariffs 

170,695 

187,990 

187,290 

Other 

41 ,994 

390,638 

94,119 

Sub Total 

392,719 

755,170 

471,344 

Less: Expenditure 

387,599 

382,285 

639 779 

Net Total 

5,120 

372,885 

(166 427) 
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Operating Ratios 

Detail 

% 

Employee Cost 

24% 

Repairs & Maintenance 

3.98% 

Finance Charges & Impairment 

0.15% 
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Employee Costs 

The ration of personnel expenditure to operating expenditure is widely used as an indicator of the 
sustainability of the municipal budget and expenditures. Total remuneration includes employee’s 
related costs and councillors’ remuneration. The norm in terms of Circular 71 ranges between 24% 
and 40%, however, the employee cost ration for the year under review is 24% 

The municipality ration of personnel cost for the year under assessment is 43% and the expected norm 
is approximately 30% to the total operating costs. The cost looks as if it is not huge because of the 
electricity spending which is increasing at an alarming rate, driving the relative share of all other 
expenditure categories down. In such instances, the ration tells very little about the appropriateness of 
a municipality’s level of expenditure on personnel relative to the overall operating budget. 

Repairs and Maintenance 

This ratio measures the level of repairs and maintenance to ensure adequate maintenance to prevent 
breakdown and interruptions of service delivery. The repairs and maintenance of municipal assets is 
required to ensure the continued provision of services. The norm is 8% of the carrying value of 
property, plant and equipment assets, in terms of Circular 71 of MFMA. The ratio for repair and 
maintenance is far below the standard set above and the reason is the result of revaluation of assets 
that come in as a result of the implementation of GRAP17 standard. 

Finance Charges 

This is the cost of provision for servicing the loans and all the debt that the municipality has incurred. It 
is calculated by dividing the total finance charges cost by the total operating expenditure, the current 
ratio is 0.2% as compared to the expected norm of 6%-8%% in terms of MFMA, Circular 71 . The 
municipality has sufficient capacity to could exploit the opportunities of incurring more debt to at least 
8% of the finance cost against total operating expenditure, for the purpose of acquiring assets to 
improve service delivery. 
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Total Capital Expenditure: Year -2012/2013 to 2014/205 

R'OOO 

Detail 

2012/2013 

2013/2014 

2014/2015 

Original Budget 

72 217 

80 109 

61 377 

Adjustment Budget 

72 217 

86 672 

64 040 

Actual 

72 217 

78 601 

72 420 
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□ Original Budget 

□ Adjustment Budget 

□ Actual Expenditure 
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Capital expenditure is mainly funded out of grants received from National Government. For the past 
two years the municipality’s has spent all its allocations. This trend can only be intensified and we 
believe that with the expertise and skills the Department of Engineering Services and in particular the 
Project Management Unit, the municipality will continue put up new infrastructure to make the lives of 
the residents more enjoyable and worthwhile. 
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1.5. Organisational Development Overview 


Organisational Development Performance 

The municipal workforce is made up of 731 employees. The Department of Corporate Services renders a 
support service regarding employee management, employee expenditure, employee relations and employee 
development. 

Recruitment and Selection 

All sections 54A and 56 Managers positions have been filled since 2012 and some critical position filled after the 
approval by Council on the 07 February 2014. The entire organisational structure need to be phased in by the 
end of the financial year 2016/2017. The municipality has been struggling to appoint a suitably qualified Supply 
Chain Practitioner and the process of head-hunting is still on. 

Organisational Development 

The municipality has embarked on an intensified process of finalising all the outstanding job descriptions, this 
process was started before the end of the year under analysis. All the relevant Human Resource Policies are in 
place and adopted by council. The municipality, during its processes of moving into automation of the 
Performance Management System, has proposed that the motto from the next term of council be "Good to 
Great", which will be replacing "Re Sebeletsa Katleho". 

The Electronic performance Management System will be tested in the first quarter of the new financial year 
and will be rolled out fully by the third quarter. The municipality is striving to be fully compliant by the end of 
2015/2016, if it cannot receive a clean audit for the period under review, it is definitely going to happen at the 
end of the new financial year. 

Employee Wellness 

The programme is well underway and all our employees receives the necessary attention and referrals when 
needed. 
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1.6. Auditor General Report 


Auditor General Report: 2014/2015 

The Audit Report 2014/2015 is unqualified with findings. The following where emphasis of matter. 

Restatement of corresponding figures 

As disclosed in note 55 to the financial statement, the corresponding figures for 30 June 2014 have been 
restated as a result of errors discovered during 2014/2015 in the financial statement of the municipality at, and 
for the year ended 30 June 2014. 

Material losses 

As disclosed in note 50 to the financial statements, material losses of R16 658 061(2014:R21 690 046) and 
R20 289 657(2014:R12 952 459), respectively, were incurred by the municipality as a result of distribution 
losses relating to electricity and water. 

Material impairments 

As disclosed in note 5 to the financial statements, a provision for impairment of debtors amounting to 
R127 785 657(2014:R192 724 645) has been made with regard to consumer debts amounting to 

R246 820 305(2014:R260 092 967). 

Going concern 

Note 54 to the financial statements indicates that the municipality has incurred a deficit of 
R161 020 538(2014:R160 826 796). This matter, along with other matters as set forth in note 54, indicates the 
existence of material uncertainty that may cast significant doubt on the municipality's ability to operate as a 
going concern. 

Irregular expenditure 

As disclosed in note 47 to the financial statements, the municipality incurred a deficit of 

R401 698(2014:R74 744 136) during the year under review mainly due to non-compliance with supply chain 

management requirements. 

T 1.6.1 


24 


Statutory Annual Report Process 


No 

Activity 

Timeframe 

1 

Consideration of next financial year’s Budget and IDP process plan. Except for 
the legislative content, the process plan should confirm in-year reporting 
formats to ensure that reporting and monitoring feeds seamlessly into the 

Annual Report process at the end of the Budget/IDP implementation period 

July 

2 

Implementation and monitoring of approved Budget and IDP commences (In- 
year financial reporting). 

3 

Finalise the 4th quarter Report for previous financial year 

4 

Submit draft Annual Report 201 4/201 5 to Internal Audit and Auditor-General 

5 

Municipal entities submit draft annual reports to Municipal Manager 

6 

Audit and Performance Audit Committee considers draft Annual Report of 
municipality and entities (where relevant) 

August 

8 

Mayor tables the unaudited Annual Report 

9 

Municipality submits draft Annual Report including consolidated annual 
financial statements and performance report to Auditor General 

10 

Annual Performance Report as submitted to Auditor General to be provided as 
input to the IDP Analysis Phase 

11 

Auditor General audits Annual Report including consolidated Annual Financial 
Statements and Performance data 

September - 
October 

12 

Municipalities receive and start to address the Auditor General’s comments 

November 

13 

Mayor tables Annual Report and audited Financial Statements to Council 
complete with the Auditor- General’s Report 

January 

14 

Audited Annual Report is made public and representation is invited 

15 

Commencement of draft Budget/ IDP finalisation for next financial year. Annual 
Report and Oversight Reports to be used as input 

January-February 

16 

Oversight Committee assesses Annual Report 

17 

Council adopts Oversight report 

March 

18 

Oversight report is made public 

April 

19 

Oversight report is submitted to relevant provincial councils 
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The Annual Report 201 4/201 5 is compiled in accordance with the requirements of section 1 21 of the 
Municipal Finance Management Act, 56 of 2003, section 46 of the Municipal Systems Act, 46 of 2000, 
as well as the format prescribed by National Treasury. The purpose of the report is: 

• To provide feedback on the activities of the municipality for the past twelve months; 

• To provide a report on performance in service delivery and budget implementation plan for the year 
under assessment; and 

• To promote accountability to the community for the decisions made from 01 July 2014 to 30 June 
2015 


This Annual Report 2014/2015 has been developed according to the provision of Circular 63 of the 
Municipal Finance Management Act, 56 of 2003, which indicates that the real transparency and 
accountability can only be achieved where there is a clear link between the strategic objectives agreed 
with the community, the Integrated development Plan, the Budget, the Service Delivery and Budget 
Implementation Plan, in year reports, the Annual Financial Statements and the Annual Performance 
Report. The municipality compiled the Annual Report 201 4/201 5 for submission to the Auditor General 
by the 31 August 2015 and this report was submitted on Tuesday, 31 August 2015. 
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Chapter 2 - Governance 


Introduction to Governance 

In its most abstract sense, governance is a theoreticai concept referring to the actions and processes by 
which stabie practices and organisations arise and persists. These actions and processes may operate in 
formai and informai organisations of any size; and they may function for any purpose, good or evii, for 
profit or ioss. 

Conceiving of governance in this way, one appiy the concept to the state, to corporations, to non — profits, 
to non-governmentai, to partnerships and other associations, to project teams, and to any number of 
human engaged in some purposefui activity. 

Most theories of governance as a process arose of neociassicai economics. These theories buiid 
deductive modeis, based on the assumptions of modern economics, to show how rationai actors may 
come to estabiish and sustain formai organisations, such networks and practices for governing the 
commons. Most of these theories draw on transaction cost economic. Underneath are exampies of 
combination of different governance processes that are pertinent in our municipaiity, which are not going 
to be expiained further: 

• Pubiic Governance; 

• Participatory Governance; and 

• Contemporary Governance. 
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Component A: Political and Administrative Governance 


Introduction to Political and Administrative Governance 

Setsoto Local Municipality is a category B Municipality with a Collective Executive with Ward Participatory System, 
the council has its committees (Section 79 Committees) including Audit & Performance Committee and Oversight 
Committee. The council's role is to debate issues publicly and to facilitate political debate and discussion. The 
council plays a very active role in the operations of the Municipality. 

Apart from their functions as decision makers. Councillors are also actively involved in community work and the 
various social programmes in the municipal area. Political and administrative governance in the municipality consists 
of a set of processes, customs, policies, laws, regulations and institutions affecting the way people direct, administer 
or control an organisation. Political and administrative governance also includes the relationships amongst the many 
role-players involved in the organisation. The principal role-players include communities, management and 
councillors. Other stakeholders includes employees, service providers, customers, businesses, political parties, other 
organisations and regulators. 
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Political Governance 


2.1 


Introduction to Political Governance 

The municipality consist of thirty-five councillors, of which eighteen are ward councillors and seventeen 
are party proportional representative councillors. Of these twenty-five are from the African National 
Congress, six are from the Democratic Alliance, one an Independent Councillor, two from the Congress of 
the People and one from the Freedom Front-r. The political structure in terms of the Local Government: 
Municipal Structure Act, 1 1 7 of 1 998 is as depicted below. 
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Political Structure 
Mayor 

Cllr Jakobo T B 

Speaker 

Cllr Mohlomi M P 


Chief Whips 

Cllr Makhalanyane T 
Cllr Marwick C 

Executive Committee 

Cllr Makhalanyane T 
Cllr Strydom E 
Cllr Mahlangu A 
Cllr Mthimkhulu M 
Cllr Koalane K 
Cllr Makae T 
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Councillors 



Setsoto Local Council consist of thirty five councillors, of which eighteen are ward councillors and 
seventeen are proportional councillors. The representation of these councillors in terms of political parties 
and independency in council is as follows: African National Congress-25, Congress of the People-2, 
Democratic Alliance -6, Independent-1 and Freedom Front-1 


Initials 

Surname 

Representation 

Gender 

Town 

M M 

Mothibedi 

Ward 

Female 

Marquard 

D L 

Mohapi 

Ward 

Female 

Marquard 

M L 

Mthimkulu 

Ward 

Female 

Senekal 

KS 

Mokhuoane 

Ward 

Male 

Senekal 

D M 

Motsei 

Ward 

Female 

Senekal 

W M 

Selasi 

Ward 

Male 

Senekal 

M 

Mabeleng 

Ward 

Male 

Senekal 

T B 

Jakobo 

Ward 

Male 

Clocolan 

M C 

Nakasi 

Ward 

Female 

Clocolan 

R H 

Bath 

Ward 

Male 

Ficksburg 

K E 

Koalane 

Ward 

Male 

Clocolan 

M M 

Hlakane 

Ward 

Male 

Ficksburg 

P M 

Thamae 

Ward 

Male 

Ficksburg 

T E 

Makae 

Ward 

Male 

Ficksburg 

TG 

Makhalanyane 

Ward 

Male 

Ficksburg 

R V 

Mohala 

Ward 

Female 

Ficksburg 

L F 

Kere 

Ward 

Male 

Ficksburg 

P 1 

Mavaleliso 

Ward 

Male 

Ficksburg 

M S 

Maduna 

Proportional 

Male 

Senekal 

M H 

Semahia 

Proportional 

Female 

Ficksburg 

M M 

Maphisa 

Proportional 

Female 

Senekal 

TM 

Muso 

Proportional 

Female 

Ficksburg 

T J 

Tsolo 

Proportional 

Male 

Ficksburg 

M D 

Malebo 

Proportional 

Female 

Ficksburg 

M A 

Mahlangu 

Proportional 

Female 

Ficksburg 

M P 

Mohlomi 

Proportional 

Male 

Ficksburg 

SS 

Fuso 

Proportional 

Male 

Senekal 

M J 

Raboroko 

Proportional 

Female 

Clocolan 

TV 

Mohase 

Proportional 

Male 

Ficksburg 

E P 

Strydom 

Proportional 

Male 

Marquard 

L J 

Setai 

Proportional 

Male 

Marquard 

C P 

Marwick 

Proportional 

Male 

Clocolan 

B J 

Du Toit 

Proportional 

Male 

Ficksburg 

C M 

Lubbe 

Proportional 

Male 

Senekal 

AC 

Bester 

proportional 

Female 

Senekal 
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Political Decision-Taking 

Structure 

Purpose 

Council 

Responsible for the executive and legislative arm of the municipality 
and oversight 

Executive Committee 

Responsible for overseeing the administration on behalf of council 

Finance Committee 

Responsible for formulation of all financial resolution for 
recommendation to the Executive Committee 

Infrastructure Committee 

Responsible for all the infrastructure issues with recommendations to 
the Executive Committee 

Community and Social Services 
Committee 

Responsible for all social and public safety and security issues with 
recommendation to Executive Committee 

Urban Planning and Housing 
Committee 

Responsible for all development planning issues with 
recommendations to Executive Committee 

Administration and Human 

Resource Committee 

Responsible for all council support and human resources issues with 
recommendations to Executive Committee 

Municipal audit and 

Performance Audit Committee 

To advice Council on issues of audit and performance management 
systems 

Risk Management Committee 

To advice Council on issues of risk management 

IDP Steering Committee 

To advice Council on issues of IDP 
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2.2 Administrative Governance 


introduction to Administrative Governance 

The municipal administration can be defined as a multilevel/metagovernance. This is widely defined as governing of 
the governing. It represents established ethical principles or norms that shape and steer the entire governing process. 
The quality of governance that the municipality is displaying is that of good governance, this relates to 
consistent management, cohesive policies, guidance processes and decision rights for a given area of 
responsibility, and proper oversight and accountability. 
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Top Administrative Structure 

Tier 1 


Municipai Manager 


Mr STR Ramakarane 


Tier 2 


Chief Financiai Officer 


Mr T G Banda 


Director Engineering Services 


Ms T F Zondi 


Director Deveiopment Pianning And Sociai Security 


Mr M K Ntheli 


Director Corporate Services 


Mr T P Masejane 
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Component B: Intergovernmental Relations 


Introduction to Co-Operative Governance and Intergovernmental Relations 

Our people’s focus is mainly on the audited financial statements and the Auditor General’s report on 
those audited annual financial statements, but they do not consider the effort and intergovernmental 
interactions that took place to produce such credible annual financial statements. 

During the course of the year under examination, a lot of intergovernmental activities took place to ensure 
that communities receives sustainable, uninterrupted services on a daily basis. There have been a lot of 
interdepartmental, sector departmental meetings that took place to ensure that challenges are identified 
and mitigated upon as soon as possible to ensure smooth running of the administration and service 
provision. 

The systems that are in place included processes through which the municipality’s objectives are set and 
pursued in the context of social, regulatory, political, technological, economical and market environment. 
These included mechanisms put in place to monitor actions, policies and decisions of the municipality and 
its service providers. 

These practices then are affected by the attempts to align the interests of all stakeholders, including 
national and provincial governments, district and local municipalities, business, non-governmental 
organisations, community based organisations and communities as a whole. 

South Africa has an intergovernmental system that is based on the principle of cooperation between the 
three spheres of government-local, provincial and national. While responsibility for certain functions is 
allocated to a specific sphere, many other functions are shared among the three spheres. 

However, the Constitution specifically envisages that as municipalities develop the necessary capacity, 
the administration of many functions that are currently the responsibility of national and provincial 
governments will be assigned to municipalities. Whilst this has been taking place, very often the 
devolution has only been partial-with municipalities not being given the necessary funds, scope of 
responsibility or without their being subject to clear forms of accountability for their performance. 

Over the medium-term, government is planning for more functions to be devolved to municipalities. There 
is therefore a need for clear principles to guide such assignments to ensure that there are appropriate 
incentives, funding and accountability arrangements. 

The assignment of functions to local government has a direct bearing on the local fiscal framework. 

Ideally, the framework should provide municipalities with access to revenue sources that are 
commensurate with powers and functions that they are responsible for. In this regard, it is important to 
keep in mind that the whole local government fiscal framework is designed to fund local government, and 
not just the transfers from national government. 
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2.3 Intergovernmental Relations 


National Intergovernmental Structures 

The following intergovernmental for a play an important role in cooperative governance and in shaping 
policy and resource decisions: 

Extended Cabinet 

This is made up of National Cabinet Ministers, extended to Provincial Premiers and the Chairperson of 
SALGA. It is the highest cooperative governance mechanism, advising the national cabinet when it 
finalises the fiscal; framework and the division of revenue on which the MTERF budgets are based. 

The President’s Coordinating Councii 

Chair of this forum is the President of the country and it constitutes nine provincial Premiers, the 
Chairperson of SALGA, Mayors’ of Metros and the National Ministers responsible for cross-cutting 
functions such as provincial and local government affairs, public service and administration, and finance. 
Other Ministers may be invited to participate. 

The Budget Council and Budget Forum 

Established in terms of the Intergovernmental Fiscal Relations Act of 1997. The Budget Council consists 
of Minister of Finance and the Members of the Executive Councils responsible for finance in each 
province. The Budget Forum consists of the members of the Budget Council plus the representatives of 
SALGA. It provides a forum for discussing financial matters relating to the local government fiscal 
framework. 

MinMec 

These are sectoral fora made up of national ministers for concurrent functions and their provincial 
counterparts. SALGA represents local government on a number of these fora. 
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Provincial Intergovernmental Structure 

Over and above the provincial structures as above being in place in the province, the following are the 
once that the municipality is taking active role in: 

• Provincial Waste Management Forum 

• Free State Traffic Management Committee 

• Free State Umbrella Fire Protection Association 

• Provincial Fire and Disaster Advisory Forum 

• Cross Border Crime Prevention Forum 

• Provincial Security Managers Forum 

• South African Emergency Services Institute 

• Provincial IDP Managers Forum 

• Provincial Planning Forum 

• Provincial PMS Managers Forum 
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Relationships with Municipal Entities 

The municipality does not have a municipal entity 
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District Intergovernmental Structures 

The following are at the district level: 

• District Municipal Chief Fire Officers Forum 

• District Disaster Management Forum 

• Thabo Mofutsanyana District Municipality Traffic Management Committee 
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Component C: Public Accountability and Participation 


Overview of Public Accountability and Participation 

The municipality recognises the need to provide its community with feedback more especially on issues 
reflected or covered in the Municipal IDP. In order for the community to be well informed about these 
developments, different methods or channels have been used to give and receive feedback between both 
the municipality and the public/community. 
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2.4 Public Meetings 

Ward Meetings are public meetings, orchestrated by the Ward Councillors and theirs Ward Committee in 
a way of drafting an agenda. The sole purpose of these meeting is to create a platform whereby a 
Councillor gives feedback about the Council decision more especially on issues pertaining to community 
needs. These meetings are held on monthly basis and on quarterly basis reports from wards are 
submitted to the office of the Speaker. The number of attendees depends on the size of the ward but if 
one can estimate, the usual number is 1 1 0 per ward. 

To ensure that the community needs are attended to, different government department are at times 
invited to the above meetings with the intended purpose of giving clarity to community about the services 
rendered by each department as well as the role of the community. 

2. Imbizos 

This is the prerogative of both the Mayor and the Speaker to survey the satisfaction and dissatisfactions of 
the community regarding municipal services. The imbizo also afford the community an opportunity to 
engage or declare their inputs on how the municipality can assist them. 
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3. Sectoral Meetings 

Here the Councillor holds a meeting with a particular section of group of a ward to discuss issues which 
directly affect that particular group. 

4. IDP/Budget Roadshow 

The Mayor hereby brings to the attention of the community about the projects of the council to be 
implemented in that particular financial year. This emanated from the Ward Based Planning and the 
Integrated Development Plan. 

5. Public Awareness/Information Sessions 

The Municipality time to time holds public awareness aimed at different municipal stakeholders. The 
stakeholders include schools and focused group within the community. This kind of awareness’s may 
include Fire, Environmental and Traffic Awareness, Water Awareness, Road Accident Fund Awareness 
and Government Department’s awareness. 

6. Local Radio Stations interview 

These interviews take place on monthly basis. Here the Mayor or delegated official interact with the 
community on service delivery related issues. The community is afforded the opportunity to ask questions 
and make inputs. 
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Ward Committees 

A ward councillor is the Chairperson of a particular ward within the municipality, whereas a proportional 
representative is a councillor deployed within a ward representing a political party 
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Public Meetings 

Nature and purpose of 
meeting 

Date of events 

Number of 
Participating 
Municipai 
Counciliors 

Number of 
Participating 
Municipai 
Administrators 

Number of 
Community 
members attending 

issue 

addressed 

(Yes/No) 

Public hearing on name 
changes at E E Monese 

Hall in Senekal 

20-Aug-14 

2 

2 

69 

Yes 

Public hearing on name 
changes at Ikhatholleng 

Hall in Clocolan 

21 -Aug-1 4 

2 

2 

48 

Yes 

Ward delimitation process 

02-Feb-15 

0 

0 

90 

Yes 

Imbizos 

14-Apr-15 

9 

10 

330 

Yes 

T 2.4.3 


35 



The people know what is happening in their community and what important are. The municipality is able to 
address the needs of the community, therefore help build an informed and responsible citizenry, because 
the more informed people are, the better they understand what government is trying to do and what budget 
and resource limitations are. 

The meetings held help council make more appropriate decisions based on real needs of the people. They 
also allow the municipality to develop partnerships with stakeholders. The benefits include roads, water 
pumps upgraded, refuse and dumping sites are removed. 
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2.5 IDP Participation and Alignment 


IDP Participation and Aiignment Criteria 

Yes/No 

Does the municipality have impact, outcome, input, output indicators? 

Yes 

Does the IDP have priorities, objectives, KPIs, development strategies? 

Yes 

Does the IDP have multi-year targets? 

Yes 

Are the above aligned and can they calculate into a score? 

Yes 

Does the budget align directly to the KPIs in the strategic plan? 

Yes 

Do the IDP KPIs align to the Section 56 Managers 

Yes 

Do the IDP KPIs lead to functional area KPIs as per the SDBIP? 

Yes 

Do the IDP KPIs align with the provincial KPIs on the 12 Outcomes 

Yes 

Were the indicators communicated to the public? 

Yes 

Were the four quarter aligned reports submitted within stipulated time frames? 

Yes 
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Component D: Corporate Governance 


Overview of Corporate Governance 

Corporate governance is the system by which companies are directed and controlled. Board of the 
companies are responsible for the governance of their companies. The shareholders’ role in governance 
is to appoint directors and the auditors and to satisfy themselves that an appropriate governance 
structure is in in place. 

The responsibility of the board include setting the company’s strategic aims, providing leadership to put 
them into effect, supervising the management of the business and reporting to shareholders on their 
stewardship. Corporate governance is therefore about what the board of a company does and how it sets 
the values of the company, and it is to be distinguished from the day to day operational management of 
the company 
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2.6 Risk Management 


Risk Management 

Since the adoption of the Municipai Finance Management Act of 2003 Section 62(1 ) (a), (c (i), which 
stipuiates the foiiowing: 

- The accounting officer of the municipaiity is responsibie for managing the financiai administration of the 
municipaiity, and must for this purpose take aii reasonabie steps to ensure. 

a. That the resources of the municipaiity are used effectiveiy, efficientiy and economicaiiy. 

b. That the municipaiity has and maintains effective, efficient and transparent systems of financiai and risk 
management and internai controi and the Treasury Reguiations issued in terms of the Act infused the 
pubiic service with a municipai cuiture, which must add to its emphasis on externai sanctions and 
inciude stronger internai controis with anticipatory management systems to assess the abuse of 
power, which is the centrai principie of risk management. 

This is why risk management shouid be centrai to managing the Municipaiity as a whoie, and why risk 
management shouid be integrai to pianning, organising, directing and coordinating systems aimed at 
achieving the Municipaiity’s goais and objectives. One of the most important mandates is the 
deveiopment and impiementation of an integrated risk management strategy whose major objective is 
to encourage best practice within an evoiving government service deiivery strategy, whiie minimising 
the risks and ensuring that Municipaiity meets its set objectives. 

Since the adoption of the reviewed organisationai structure no changes have been made to capacitate 
the risk management unit in order to make the unit more effective. One of these changes was to identify 
the position of a Chief Risk Officer and the Manager in the Office of the Municipai Manager. 

The idea was that the overaii responsibiiity of risk coordination and management was to be that of the 
Manager in the Office of the Municipai Manager with the Chief Risk Officer reporting to the Manager in 
the Office of the Municipai Manager and the Risk Officer Reporting to the Chief Risk Officer. Many risks 
have been identified, minimized, controiied and mitigated during the year under review. 

The foiiowing are the highiights of the Risk Management activities of the municipaiity during the year 
under review: 

• Improvement in Provinciai treasury’s assessment ratings 

• Most departments have managed to minimise identified risks within their divisions 

• Promotion of enterprise risk management cuiture within the organisation through workshops 

There is proper correiation between the Risk Management Unit, the Internai Audit Unit and the IDP/PMS 
Division within the municipaiity, and it is envisaged that with the fiiiing of the vacant posts in the unit this 
correiation can oniy be enhanced. 
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2.7 Anti-Corruption and Fraud 


Fraud and Anti-Corruption Strategy 

The Fraud Prevention Strategy seeks to focus attention at the macro strategic ievei in the first instance. It 
then provides a schema for assessing matters and actions to be addressed at the detaiied ievei. It is 
important for the Municipaiity to have a strategy that is highiy prescriptive in nature when deaiing with 
issues of fraud and corruption. 

It is essentiai that Setsoto Locai Municipaiity promotes a zero toierance approach to Fraud and 
corruption. The commitment, by aii officiais is to mitigate frauduient activities and to report when fraud 
occurs and shouid be deait with thoroughiy without ieniency. During the year under review the 
municipaiity made efforts to educate empioyees and community members with issues of fraud and 
corruption that are affecting the Municipaiity through Pubiic participations and workshops. The foiiowing 
are the highiights of the Fraud and corruption activities of the municipaiity during the year under review: 

- There was anti- fraud and corruption hot iine iaunch heid in Ciocoian where many stakehoiders were 
invited to present and discuss issues of fraud and corruption. 

Aii the Unauthorised, Irreguiar, Wastefui and Fruitiess expenditure is being deait with according to 
Circuiar 68 and section 32 of the Municipai Finance Management Act, 56 of 2003. Aii processes foiiowed 
is that the register is compieted and tabied to the Assets and Liabiiity Committee which then submit their 
recommendations to the Municipai Pubiic Accounts Committee for investigations and recommendation to 
councii. Councii wiii then either, condone, authorise, recoup and/or take iegai actions against whoever is 
iiabie to the aiiegations. 
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2.8 Supply Chain Management 


Overview Supply Chain Management 

Suppiy Chain Management Processes are being updated on ongoing basis to ensure fuii compiiance with 
the Municipai Finance Management Act, 56 of 2003 and the Reguiations issued under the Act. The poiicy 
was reviewed during the 2013/2014 financiai year. To further strengthen controis, a poiicy deaiing with 
the acceptance of grants, donations and sponsorships was reviewed during the year under examination. 
This poiicy wiii guide aii Suppiy Chain Management roie-piayers reiative to sections 47 and 48 of the 
Municipai Finance Management Act, 56 of 2003 Reguiation. No Counciiiors serve on any Suppiy Chain 
Management Committee. 

A totai of fifty-two fuii bids and thirty-nine formai written quotations were processed during the year under 
review. The average turnaround time on the awarding of bids is two months. Deviations from poiicy 
compiied with the requirements and reported to Councii. In the limited number of cases where this 
occurred, it was for justifiable reasons and such cases are reported to Council. Supply Chain 
Management policy should be fair, equitable, transparent, competitive and cost effective and comply with 
prescribed regulatory for Municipal Supply Chain Management T 2.8.1 
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2.9 By-Laws 


By-laws Introduced during Year 2014/2015 

Newly Developed 

Revised 

Public 

Participation 
conducted prior 
to adoption of 
by-laws (Yes/No) 

Dates of Public 
Participation 

By-laws Gazetted 
(Yes/No) 

Date of Publication 

Draft Water 

Services Bylaw 


Yes 

November 2014 and 
April 2015 

For Comment 

Yes 

07 November 2014 

Impoundment of 
Animals 


Yes 

November 2014 and 
April 2015 

For Comment 

Yes 

07 November 2014 

Parking of 

Vehicles on Public 
Roads (Traffic 
Bylaw) 


Yes 

November 2014 and 
April 2015 

For Comment 

Yes 

07 November 2014 

Draft Spatial 
Planning and Land 
Use Management 
Bylaw (SPLUMA) 


Yes 

November 2014 and 
April 2015 

For Comment 

Yes 

07 November 2014 

T 2.9.10 


The above mentioned bylaws were adopted as drafts by Council and then published for comments during 
November 201 4. Public Participation unfolded in all units during November 201 4 and again in April 201 5 
to ensure all areas were adequately covered. The Parking of Vehicles on Public Roads Bylaw as well as 
Impoundment of Animals has been adopted by Council as submitted for publication in the Provincial 
Gazette. The comments received in respect of Water Services Bylaw and Spatial Planning and Land Use 
Management Bylaw is being processed and the bylaws will be finalised during 2015/2016. 
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2.10 Websites 


Municipal Website: Content and Currency of Materiai 

Documents pubiished on the Municipality's / Entity's Website 

Yes / No 

Publishing Date 

Current annual and adjustments budgets and all budget-related documents 

Yes 

18-08-2014 

All current budget-related policies 

Yes 

05-06-2014 

The previous annual report (Year -1) 

Yes 

05-02-2015 

The annual report 2014/2015 to be published 

Yes 

25-01-2016 

All current performance agreements required in terms of section 57(1 )(b) of the Municipal Systems 
Act for 201 4/201 5 and resulting scorecards 

Yes 

26-09-2014 

All service delivery agreements for 2014/2015 

Yes 

08-07-2015 

All long-term borrowing contracts for 2014/2015 

No 


All supply chain management contracts above a prescribed value (give value) for 2014/2015 

No 


An information statement containing a list of assets over a prescribed value that have been 
disposed of in terms of section 14 (2) or (4) during 2013/2014 

No 


Contracts agreed in 2014/2015 to which subsection (1) of section 33 apply, subject to subsection 
(3) of that section 

No 


Public-private partnership agreements referred to in section 120 made in 2014/2015 

No 


All quarterly reports tabled in the council in terms of section 52 (d) during 2014/2015 

Yes 

30-04-2015 
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The Municipal website is currently updated on a regular basis. As soon as content or documents reaches 
the ICT Section, they are published on the website. The municipal website is a dynamic and there is an 
ease of access when browsing the site. The websites tracks content hits and page views. Currently the 
municipal website is ranked number 31 on SA Topsites. 
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2.11 Public Satisfaction on Municipal Services 


Public Satisfaction Levels 

No survey was conducted during the year under review. The survey wiii be done in January 2016 and the 
resuits wouid be made pubiic in March 2016. 

T2.11.1 
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Chapter 3 - Service Delivery Performance (Performance Report Part I) 


Introduction 

The performance of the municipality is measured through the implementation of the Service Delivery 
and Budget Implementation Plan 2014/2015. The Service Delivery and Budget Implementation Plan is 
the tool that aligns the Integrated Development Plan and the Budget. 

The Service Delivery and Budget Implementation Plan is implemented through the submission of 
quarterly reports as per the Municipal Finance Management Act, 56 of 2003, Circular 13. The Service 
Delivery and Budget Implementation Plan then informs the Performance Agreements of the section 56 
Managers and of the Municipal Manager. 

In terms of the Performance Agreements, the reviews are done on the quarterly basis, the in-year 
reports can be informal but the second and the fourth quarters should be formal. During the year the 
municipality revised the Service Delivery and Budget Implementation Plan 201 4.201 5 in order to 
ensure that the reported performance information is talking to the planned performance information. 

During the year under examination, in order to address the audit queries, the municipality embarked on 
the process of introducing the electronic performance management system, which will enhance 
accurate reporting. 
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Component A: Basic Services 


This component includes: water; waste water (sanitation); electricity; waste management; and housing 
services; and a summary of free basic services. 


Introduction to Basic Services 

Section 152 of the Constitution obligates that the municipality provides the following basic services to 
our communities; 

• Water 

• Sanitation 

• Refuse removal 

• Electricity 

Over and above these basic services the municipality ensures that there are proper roads networks 
and facilitated the provision of housing allocation by making land available for such developments. 

T3.1.0 
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3.1. Water Provision 


introduction to Water Provision 

The municipality is both the Water Services Authority and the Water Service Provider and is primarily 
its primary responsibility includes but not limited to ensuring the provision of water services, ensuring 
basic access to water for all communities of the municipality, planning in the form of Water service 
Development Plan to ensure effective, efficient, affordable, economical and sustainable access to 
water services that promote sustainable livelihoods and economic development and report annually on 
progress against those plans. 

The municipality only have a backlog of 887 households without basic water and most of these are in 
farming areas. Due to the current drought there is a need for municipality to upgrade all raw water 
abstraction points in the Caledon River to ensure that all the off storage dams are only used in dry 
season in order to use them when the river is low and cannot meet the demand. 

The municipality had ensured that regular tests and inspections were done in line with the Blue drop 
requirements in order to improve on the Blue Drop requirements and score. The Water Service 
Development Plan was revised and adopted by Council. The yearly water maintenance plan is 
developed and aligned to the Water Service Development Plan. 
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Total Use of Water by Sector (cubic meters) 


Agriculture 

Forestry 

Industrial 

Domestic 

Unaccountable water 
losses 

2013/2014 

50 

40 

35 

150 

10 

2014/2015 

0 

0 

262 426 

2 361 834 

5 625 000 

T3.1.2. 
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■ Year-1 aYear-O 


Water Service Defivery Levels 




Households 

Description 

2011/12 

2012/13 

2013/14 

2014/15 


Actual 

Actual 

Actual 

Actual 


No. 

No. 

No. 

No. 

Water: (above min level) 

Piped water inside dweiiinq 

4 137 

10 575 

11 301 

11 301 

Piped water inside yard (but not in dweiiing) 

10 886 

20 020 

19 764 

19 764 

Using public tap (within 200m from dwelling ) 

14618 

2 461 

1 735 

1 735 

Other water supply (within 200m) 

218 

0 

0 

0 

Minimum Service Level and Above sub-total 

29 859 

33 056 

32 800 

32 800 

Minimum Service Level and Above Percentage 

96% 

98% 

97% 

97% 

Water: (below min level) 

Using public tap (more than 200m from dwelling) 

311 

0 

0 

0 

Other water supply (more than 200m from dwelling 

933 

631 

887 

887 

No water supply 

0 

0 

0 

0 

Below Minimum Service Level sub-total 

1 244 

631 

887 

887 

Below Minimum Service Level Percentage 

4% 

2% 

3% 

3% 

Total number of households 

31 103 

33 687 

33 687 

33 687 
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Households - Water Service Delivery Levels below the minimum 

Households 

Description 

2011/12 

2012/13 

2013/14 

2014/15 

Actual 

No. 

Actual 

No. 

Actual 

No. 

Original 

Budget 

No. 

Adjusted 

Budget 

No. 

Actual 

No. 

Formal Settlements 

Total households 

31 103 

33 687 

34 687 

0 

0 

34 687 

Households below minimum service level 

1 244 

631 

887 

0 

0 

887 

Proportion of households below minimum 
service level 

4% 

2% 

3% 

0 

0 

3% 

Informal Settlements 

Total households 

1 244 

1 262 

1 000 

1 000 

1 000 

1 000 

Households below minimum service level 

1 244 

1 262 

1 000 

1 000 

1 000 

1 000 

Proportion of households below minimum 
service level 

100% 

100% 

100% 

100% 

1 00% 

100% 
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Access to Water 


Proportion of households 
with access to water 
points* 

Proportion of households 
with access to piped water 

Proportion of households receiving 6 kl 
free 

2012/13 

1 244 

29 859 

31 103 

2013/14 

631 

33 056 

33 690 

2014/15 

887 

33 800 

34 687 
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piped water points 

□ Proportion of households with access to 
piped water 

□ Proportion of households receiving 6kl 
free 
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Sanitation Service Poiicy Objectives Taken From iDP 

Service Objectives 

Outline Service 

2013/2014 

2014/2015 

2015/2016 

2017/2018 

(i) 

Indicators 

(ii) 

Target 

(iii) 

Actual 

(iv) 

Target 

Actual 

Target 

(V) 

(Vi) 

(vii) 

(viii) 

(ix) 

(X) 


No. of Process 

Controllers Registered 

0 

0 

0 

45 

58 

57 

0 

0 


No. of Inspectors 
Registered 

0 

0 

0 

4 

4 

4 

0 

0 


No. of WTW 

Classifications 

0 

0 

0 

6 

6 

6 

0 

0 


No. of Licences to be 
revised WTW 

0 

0 

0 

6 

0 

6 

0 

0 


Ficksburg blue drop % 

95% 

0% 

50% 

60% 

72.2% 

95% 

95% 

95% 

Ensure that good quality water 
and affordable infrastructure 
available and accessible to all 
communities and continuous 
maintenance thereof of a high 
standard 

Clocolan blue drop % 

95% 

0% 

60% 

60% 

69.1% 

95% 

95% 

95% 

Marquard blue drop % 

95% 

0% 

50% 

60% 

83.4% 

95% 

95% 

95% 

Senekal blue drop % 

95% 

0% 

50% 

60% 

67.3% 

95% 

95% 

95% 

Number of water quality 
compliance monitoring 
reports submitted 

0 

0 

300 

300 

503 

300 

300 

300 


No of tests of operational 
monitoring of water 
quality 

0 

0 

3000 

3000 

6464 

3000 

3000 

3000 


No of Full SANS 24f 
analysis reports 
submitted 

0 

0 

5 

5 

0 

5 

5 

5 


Number of dam 
inspections 

0 

0 

48 

48 

66 

48 

48 

48 


Number of reservoir 
inspections 

0 

0 

48 

48 

976 

48 

48 

48 
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Number of compliance 

0 

0 

48 

48 

133 

48 

48 

48 


Mega litres of water to 
be purified 

8451 

9530.11 

8451 

8451 

8156 

8451 

8451 

8451 


Number of clarifier weirs 
to be cleaned 

0 

0 

48 

48 

65 

48 

48 

48 


No. of filters 

Backwashed 

0 

0 

5500 

5500 

5728 

5500 

5500 

5500 


No. water Forum 

0 

0 

4 

4 

4 

4 

4 

4 


No. of reports generated 
committee 

0 

0 

12 

12 

12 

12 

12 

12 

Ensure that good quality 
water and affordable 

No. of units meeting 
conducted 

0 

0 

8 

8 

7 

12 

7 

7 

infrastructure available and 
accessible to all communities 
and continuous maintenance 

No. of reports / minutes 
generated 

0 

0 

8 

8 

7 

12 

7 

7 

thereof of a high standard 

No of bylaws meeting 
attended 

0 

0 

9 

9 

9 

1 

1 

1 


No. of revisions (water 
safety plan) 

0 

0 

1 

1 

0 

4 

1 

1 


Number of WSDPs 
revised & approved 

0 

0 

1 

1 

1 

1 

1 

1 


% of main pipes fixed 

0 

0 

50% 

50% 

1 02% 

50% 

100% 

100% 


% of water meters fixed 

0 

0 

50% 

50% 

97% 

50% 

100% 

100% 


% of service connections 
fixed 

0 

0 

100% 

1 00% 

1 04% 

100% 

100% 

100% 


% of isolating valves 
replaced 

0 

0 

100% 

1 00% 

1 00% 

100% 

100% 

100% 
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% of air valves replaced 

0 

0 

100% 

1 00% 

1 00% 

0% 

100% 

100% 

% of fire hydrants 
replaced 

0 

0 

100% 

1 00% 

1 00% 

100% 

100% 

100% 

% of bulk water meters 
replaced 

0 

0 

100% 

100% 

1 00% 

100% 

100% 

100% 
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Employees: Water Services 

Job 

Level 

2013/2014 

2014/2015 

Employees 

No. 

Posts 

No. 

Employees 

No. 

Vacancies (fulltime 
equivalents) 

No. 

Vacancies (as a % 
of total posts) 

% 

0-3 

2 

1 

2 

0 

-100% 

4-6 

3 

6 

3 

3 

25% 

7-9 

2 

4 

2 

2 

0% 

10-12 

28 

37 

24 

13 

7% 

13-15 

13 

11 

11 

0 

-100% 

16-18 

7 

22 

10 

12 

71% 

19-20 

0 

0 

0 

0 

0% 

Total 

55 

81 

52 

30 

28% 
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Financial Performance 2014/15: Water Services 

Details 

2013/14 

2014/15 

Actual 

Original 

Budget 

Adjustment 

Budget 

Actual 

Variance to Budget 

Total Operational Revenue 

50 037 435 

22 898 889 

42 592 608 

119 212 387 

54% 

Expenditure: 

Employees 

7 634 101 

8 023 922 

9 459 897 

1 0 221 826 

85% 

Repairs and Maintenance 

4 720 354 

1 226 975 

6 801 449 

18 159 606 

93% 

Other 

7 947 722 

12 151 032 

1 5 042 684 

220 384 323 

94% 

Total Operational Expenditure 

20 302 177 

21 401 929 

31 304 030 

248 765 755 

91% 

Net Operational Expenditure 

- 29 735 258 

-1 496 960 

- 1 1 288 578 

129 553 368 

101% 
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The municipality is ensuring that all residents are provided with clean quality water and that all areas 
have access to water even in farm areas. The new constructed 10ML reservoir will ensure a 48 hour 
storage facility for Ficksburg and Meqheleng. 

The municipality still need to secure funding for the upgrade of the aging water infrastructure 
especially the asbestos pipes and steel pipes. There is also a need to ensure that all vacant posts are 
filled in order to ensure efficient, effective and sustainable performance of the water division. 
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3.2 Waste Water (Sanitation) Provision 


introduction to Sanitation Provision 

Setsoto local municipality has a total number of 34 687 households and the backlog In relation to level 
of services of the provision of acceptable sanitation Is14 714 which can be categorised as follows: 

• Households using septic tanks - 1 1 1 0 

• Households using chemical toilets - 1 85 

• Households using bucket system are 7841 

• Households using other mechanisms are 301 6 

The municipality have submitted business plans to Department of water and sanitation and 
Department of human settlement to secure funding for the eradication of buckets and the department 
of water and sanitation Is considering those business plans to reduce the current sanitation backlogs. 
The master plans, waste water risk abutment plan, Water Service Development Plan and daft By- 
Laws have been adopted by Council. The yearly sanitation maintenance Is developed and aligned to 
all these plans. The municipality Is also embarking on a process of ensuring that all our waste water 
treatment plants are having licences/ authorisation. 

T 3.2.1 
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Sanitation Service Deiivery Leveis 

*Househoids 

Description 

2011/12 

2012/13 

2013/14 

2014/15 

Outcome 

Outcome 

Outcome 

Actual 

No. 

No. 

No. 

No. 

Sanitation/seweraae: (above minimum ievel) 

Flush toilet (connected to sewerage) 

9 625 

19 076 

20 743 

20 743 

Flush toilet (with septic tank) 

931 

1 482 

1 110 

1 110 

Chemical toilet 

4 354 

185 

185 

185 

Pit toilet (ventilated) 

2 799 

1 562 

1 562 

1 562 

Other toilet provisions (above min. service level) 

0 

1 792 

1 792 

1 792 

Minimum Service Level and Above sub-total 

17 709 

24 097 

25 392 

25 392 

Minimum Service Level and Above Percentage 

56.9% 

71 .5% 

73.2% 

73.2% 

Sanitation/seweraae: (below minimum level) 





Bucket toilet 

11 508 

9 402 

7 841 

7 841 

Other toilet provisions (below min. service level) 

1 886 

188 

1 454 

1 454 

No toilet provisions 

0 

0 

0 

0 

Below Minimum Service Level sub-total 

13 394 

9 590 

9 295 

9 295 

Below Minimum Service Level Percentage 

43.1% 

28.5% 

26.8% 

26.8% 

Total households 

31 103 

33 687 

34 687 

34 687 
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Households - Sanitation Service Delivery Levels below the minimum 

Households 

Description 

2011/12 

2012/13 

2013/14 

2014/15 

Actual 

No. 

Actual 

No. 

Actual 

No. 

Original 

Budget 

No. 

Adjusted 

Budget 

No. 

Actual 

No. 

Formal Settlements 

Total households 

10 356 

17 709 

22 535 

22 535 

1 295 

23 830 

Flouseholds below minimum service 
level 

0 

0 

0 

0 

0 

0 

Proportion of households below 
minimum service level 

0% 

0% 

0% 

0% 

0% 

0% 

Informal Settlements 

Total households 

2 000 

1000 

1000 

1000 

1000 

1000 

Flouseholds below minimum service 
level 

2 000 

1000 

1000 

1000 

1000 

1000 

Proportion of households below 
minimum service level 

100% 

100% 

100% 

1 00% 

1 00% 

100% 

T 3.2.4 



□ 2012/2013 

□ 2013/2014 

□ 2014/2015 
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Sanitation Service Poiicy Objectives Taken From iDP 

Service 

Objectives 

(i) 

Outline Service Indicators 

(ii) 

2013/2014 

2014/2015 

2015/2016 1 2017/2018 

Target 

Actual 

Target 

Actual 

Target 

(iii) 

(iv) 

(V) 

(Vi) 

(vii) 

(viii) 

(ix) 

(X) 

To ensure 
access to an 
acceptable 
sanitation 
system by all 
households that 
is affordable and 
within the 
minimum 
standard 

No. of Licenses application Waste Water Treatment 
Works 

0 

0 

0 

6 

0 

6 

0 

0 

Ficksburg green drop compliance % 

80% 

80% 

50% 

80% 

33% 

50% 

40% 

30% 

Clocolan green drop compliance % 

80% 

80% 

50% 

80% 

22% 

50% 

40% 

30% 

Marquard green drop compliance % 

80% 

80% 

50% 

80% 

44% 

50% 

40% 

30% 

Senekal green drop compliance % 

80% 

80% 

50% 

80% 

67% 

50% 

40% 

30% 

Waste water risk abutment plan review 

0 

0 

1 

1 

4 

4 

4 

4 

Compile reports for standing committee 

0 

0 

12 

12 

12 

12 

12 

12 

Units meetings 

0 

0 

8 

8 

8 

8 

8 

16 

Reports on units meeting 

0 

0 

8 

8 

8 

8 

8 

16 

Sanitation Forum 

0 

0 

0 

0 

1 

2 

2 

2 

Sanitation & Water services By laws meeting 

0 

0 

0 

1 

1 

4 

4 

4 

Inspections on water and Sanitation infrastructure 

0 

0 

12 

12 

24 

19 

12 

12 

Fixing of sewer main pipe % 

0 

0 

0% 

1 00% 

101.69 

1 00% 

1 00% 

1 00% 

Removal of Buckets 

273 144 

194 429 

68 286 

68 286 

210 454 

110 000 

110 000 

110 000 

Servicing of septic tanks and VIP toilets 

6248 

6444 

6248 

6248 

3755 

6248 

292 

292 

Unblocking of sewer spillages. 

645 

2073 

100% 

1 00% 

102.69% 

100% 

1 00% 

1 00% 

No. of Waste Water Treatment Works Classifications 

0 

0 

6 

6 

6 

6 

6 

6 

T 3.3.5 
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Employees: Sanitation Services 

Job Level 

2013/2014. 

2014/2015 

Employees 

No. 

Posts 

No. 

Employees 

No. 

Vacancies (fulltime 
equivalents) 

No. 

Vacancies (as a % of total 
posts) 

% 

0-3 

1 

1 

1 

0 

0 

4-6 

2 

1 

2 

2 

50% 

7-9 

4 

8 

3 

5 

20% 

10-12 

19 

42 

19 

23 

0 

13-15 

9 

9 

9 

0 

40% 

16-18 

76 

118 

77 

41 

12% 

19-20 

0 

0 

0 

0 

0 

Total 

111 

179 

111 

77 

15% 

T 3.3.6 


Financial Performance 2014/15: Sanitation Services 

Details 

2012/13 

2013/14 

Actual 

Original Budget 

Adjustment 

Budget 

Actual 

Variance to 
Budget 

Total Operational Revenue 

R 39 224 739 

R 24 550 653 

R 24 550 653 

R 26 877 808 

9% 

Expenditure: 






Employees 

R 9 265 940 

R 9 425 660 

R 10 938 156 

R 10 824 383 

86% 

Repairs and Maintenance 

R 1 921 556 

R 1 443 571 

R 2 035 401 

R 3 639 967 

71% 

Other 

R 27 528 300 

R 24 477 800 

R 55 364 293 

R 3 550 840 

44% 

Total Operational Expenditure 

R38 715 796 

R 35 347 031 

R 68 337 850 

R 18015 190 

52% 

Net Operational Expenditure 

-508 943 

10 796 378 

43 787 197 

-8 862 618 

25% 

T 3.2.8 


Capital Expenditure 2014/2015: Electricity Services 

Capital Projects 

2014/2015 

Budget 

Adjustment 

Budget 

Actual Expenditure 

Variance from 
original budget 

Total Project Value 

Total All 

29 689 601 

31 289 768 

30 116 540.90 

1 173 227.10 


Construction of sewer pump 
station in Hlohlolwane 

5 000 000 

5 000 000 

3 826 772.90 

1 173 227.10 

5 000 000 

Upgrading of Oxidation Ponds 

24 689 601 

26 289 768 

26 289 768 

0 

63 076 768 

T 3.3.8 


The municipality’s biggest achievemnts was to complete the Marquard Waste Water Treatment Work 
and to also convert 1 345 from bucket system to water borne sewer system which was included as 
annual target of the 2014/2015 Service Delivery and Budget Implementation Plan. 

There is still a need for the municipality to secure funding to upgrade aging sewer ifrastruture and to 
eradicate the 7 841 buckets in order to ensure or reduced the sanitation backlog. There is also a need 
to ensure that vacant post are filled in order to ensure efficient, effective and sustainable performance 
of the sanitation division 

T 3.2.10 


3.3 Electricity 


Introduction to Electricity 

The municipality is the electricity service provider for all town areas with Eskom being the service 
provider for all townships and farm areas. The municipality has a total of 6822 formalised areas 
inclusive of farm areas without electricity. 

A total number 2 264 sites which have being allocated but not occupied and 2098 site occupied but not 
electrified, the balance of 2 460 constitute of farm areas and privately owned areas and municipal 
informal settlements. 

The municipal electrification plan which also focuses on the eradication of backlogs in the provision of 
electricity in all municipal areas is reliant on the municipal housing programme. Applications were 
submitted by the municipality to both Eskom and the Department of Energy to address backlogs on the 
supply of electricity to formal households, maintain and upgrade the electricity infrastructure. 

The municipality continuously ensure sustainable electricity supply to its supply area and also provide 
communities with the public lighting by means of streetlights and highmast lights. The municipality also 
provide free basic electricity to all registered indigents 

J 3.3.1 




Electricity Service Delivery Levels 

Households 

Description 

2011/2012 

2012/2013 

2013/2014 

2014/2015 

Actual 

No. 

Actual 

No. 

Actual 

No. 

Actual 

No. 

Enerav: (above minimum level) 

Electricity (at least minimum service level) 

4 307 

4 307 

4 358 

4 358 

Electricity - prepaid (minimum service level) 

23 047 

23 047 

23 074 

23 507 

Minimum Service Level and Above sub-total 

27 354 

27 354 

27 432 

27 865 

Minimum Service Level and Above Percentage 

87,9% 

80,5% 

79,0% 

80,3% 

Enerav: (below minimum level) 

Electricity (< minimum service level) 

3 706 

3 792 

3 792 

3 537 

Electricity - prepaid (< minimum service level) 

0 

0 

744 

3 211 

Other energy sources 

43 

2 849 

2 746 

74 

Below Minimum Service Level sub-total 

3 749 

6 641 

7 282 

6 822 

Below Minimum Service Level Percentage 

12,1% 

19,5% 

21 ,0% 

19,7% 

Total number of households 

31 103 

33 995 

34 714 

34 687 

T 3.3.3 


Households - Electricity Service Delivery Levels below the minimum 

Households 

Description 

2011/2012 

2012/2013 

2013/2014 

2014/2015 

Actual 

No. 

Actual 

No. 

Actual 

No. 

Original 

Budget 

No. 

Adjusted 

Budget 

No. 

Actual 

No. 

Formal Settlements 

Total households 

31 103 

33 995 

34 714 

34 687 

0 

34 687 

Households below minimum service level 

3 749 

6 641 

7 282 

7 282 

460 

6 822 

Proportion of households below minimum 
service level 

12% 

20% 

21% 

21% 

0% 

20% 

Informal Settlements 

Total households 

5 000 

1 000 

1 000 

1 000 

1000 

1 000 

Households below minimum service level 

5 000 

1 000 

1 000 

1 000 

1000 

1 000 

Proportion of households below minimum 
service level 

100% 

100% 

1 00% 

1 00% 

1 00% 

1 00% 

T 3.3.4 
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Electricity Service Policy Objectives Taken From IDP 

Service 

Objectives 

(i) 

Outline Service Indicators 

(ii) 

2013/2014 

2014/2015 

2015/2016 

2017/2018 

Target 

Actual 

Targ 

et 

Actual 

Target 

(iii) 

(iv) 

(V) 

(Vi) 

(vii) 

(viii) 

(ix) 

(X) 

To ensure 
that 

electricity 
is made 
available to 
improve 
the lives of 
all 

residents 

% of fittings replaced 

70 

21 

100 

0 

0 

100% 

1 00% 

1 00% 

Number of Transformers serviced 

30 

4 

30 

30 

21 

30 

30 

30 

Number of street light repaired 

400 

654 

400 

400 

574 

400 

400 

400 

Km of LV cables supplied 

1.05 

0.994 

1.2 

1,2 

0 

0,6 

0,6 

0,6 

Km of HV cable replaced 

1,9 

0 

1,9 

1,9 

0 

2,1 

2,1 

2,1 

Number of 10,5HV Tar Poles 
installed 

50 

0 

50 

50 

50 

0 

0 

0 

Number of 1 1 ,KV insulator installed 

50 

0 

50 

50 

135 

0 

0 

0 

Replace Lt Panels 

4 

0 

2 

2 

2 

2 

2 

2 

Maintenance of substations 

20 

4 

20 

20 

11 

4 

4 

4 

Housekeeping mini & substations 

65 

101 

65 

65 

89 

65 

65 

65 

Install mini substations 

3 

0 

3 

3 

1 

2 

2 

2 

Replace overhead lines 

25 

0 

10 

10 

5,31 

5 

5 

5 

Replace Transformers 

11 

1 

1 

1 

4 

2 

2 

2 

Service main Substations 

1 

0 

2 

2 

2 

2 

2 

2 

Monthly reports SC Meetings 

0 

0 

12 

12 

12 

12 

12 

12 

Unit Meetings reports 

0 

0 

0 

8 

9 

8 

8 

8 

Energy forum 

0 

0 

4 

4 

4 

4 

4 

4 










T 3.3.5 
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Employees: Electricity Services 

Job 

Level 

2013/2014. 

2014/2015 

Employees 

No. 

Posts 

No. 

Employees 

No. 

Vacancies (fulltime 
equivalents) 

No. 

Vacancies (as a % of total 
posts) 

% 

0-3 

2 

3 

1 

2 

67% 

4-6 

3 

7 

4 

3 

43% 

7-9 

6 

7 

6 

1 

14% 

10-12 

0 

0 

0 

0 

0% 

13-15 

14 

20 

14 

6 

30% 

16-18 

2 

2 

2 

0 

0% 

19-20 

0 

0 

0 

0 

0% 

Total 

27 

39 

27 

12 

31% 

T 3.3.6 


Financial Performance 2014/2015: Electricity Services 

Details 

2013/2014 

2014/2015 

Actual 

Original Budget 

Adjustment 

Budget 

Actual 

Variance to 
Budget 

Total Operational 
Revenue 

42 713 276 

108 654 175 

112 239 167 

1 08 039 473 

-1% 

Expenditure: 






Employees 

4 046 470 

5 914 096 

5 914 096 

5 847 419 

-1% 

Repairs and 
Maintenance 

1 468 159 

3 686 000 

8 265 336 

5 766 248 

36% 

Other 

9 525 127 

87 397 105 

87 449 658 

48 525 410 

-80% 

Total Operational 
Expenditure 

15 039 756 

96 997 201 

101 629 089 

60 139 077 

-61% 

Net Operational 
Expenditure 

27 673 520 

1 1 656 974 

10 610 078 

47 900 396 

76% 

T 3.3.7 


Capital Expenditure 2014/2015: Electricity Services 

Capital Projects 

2014/2015 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance from 
original budget 

Total Project 
Value 

Total All 

965 608,95 

965 608,95 

919 268,81 

46 340,14 


Marquard/Moemaneng : 

Installation of 2 high mast lights 
(MIS:1 94946) 

327 089,51 

327 089,51 

318 201,41 

8 888,10 

1 362 842,00 

Senekal/Matwabeng: Installation 
of 5 high mast lights 
{MIS:1 93454) 

366 885,32 

366 885,32 

351 334,02 

15 551,30 

2 384 532,00 

Ficksburg/Meqheleng: 

Installation of 7 high mast lights 
(MIS:1 93462) 

271 634,12 

271 634,12 

249 733,38 

21 900,74 

2 572 414,00 

T 3.3.8 



The municipality needs to fast track the eradication of electricity backlogs and ensure that all 
applications to electrify the areas that are currently not occupied in order to assist Eskom with the 
planning of electrifying those areas as soon as they are occupied. 

The municipality also needs to improve in maintenance of electricity infrastructure and ensure that all 
necessary upgrades and refurbishment are planned on time in order not to disrupt electricity supply. 
The municipality also need to consider implementing energy savings or efficiency projects in order to 
assist the whole country with the current energy shortage. 

T 3.3.9 


3.4 Waste Management (This Section to Include: Refuse Collections, Waste Disposal 
and Street Cleaning) 


Introduction to Waste Management 

Waste Management Division has been rendering the following services to communities in all units of 

Setsoto local municipality during the year under review, namely: 

• The collection of household waste is supposed to be done once a week as per National Standard. 

• The collection of business waste is supposed to be done once a week, collection of perishable 
waste at least three (3) times a week but with arrangement waste is collected and disposed on a 
daily basis. 

• The collection of waste from schools, clinics and hospitals is done once a week or as per 
arrangement. 

• No hazardous waste is collected because the landfills are only permitted general waste. 

• Cleaning of litter at central business areas in all four (4) units Setsoto local municipality are done 
on daily basis. 

• Managing licensed landfill sites in all the units, of which two are fenced but the sites are not 
compliant to the license conditions. 

• Continuous cleaning of areas in the townships and the removal of corner dumping from vacant 
stands, pavements and open areas. 

• Continuous public awareness programs are conducted in all units. 

• Encouraging recycling by entrepreneurs. 

• Cleaning campaigns involving the Extended Public Works Program (EPWP) and the 

• CWP employees. 

A Friday Mayoral Cleaning Campaign was introduced in all wards 

T 3.4.1 
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Solid Waste Service Delivery Levels 

Description 

Households 

2011/2012 

2012/2013 

2013/2014 

2014/2015 

Actual 

No. 

Actual 

No. 

Actual 

No. 

Actual 

No. 

Solid Waste Removal: (Minimum level) 

Removed at least once a week 

17418 

18 534 

26 949 

32 258 

Minimum Service Level and Above sub-total 

17418 

18 534 

26 949 

32 258 

Minimum Service Level and Above percentage 

56,1% 

55,0% 

80,0% 

93,0% 

Solid Waste Removal: (Below minimum ievel) 

Removed less frequently than once a week 

13 655 

15 153 

6 737 

2 429 

Using communal refuse dump 

0 

0 

0 

0 

Using own refuse dump 

0 

0 

0 

0 

Other rubbish disposal 

0 

0 

0 

0 

No rubbish disposal 

0 

0 

0 

0 

Below Minimum Service Level sub-total 

13 655 

15 153 

6 737 

2 429 

Below Minimum Service Level percentage 

43,9% 

45,0% 

20,0% 

7,0% 

Total number of households 

31 073 

33 687 

33 686 

34 687 

T 3.4.2 


Households - Solid Waste Service Delivery Leveis below the minimum 


Households’OOO 

Description 

2011/2012 

2012/2013 

2013/2014 

2014/2015 

Actual 

No. 

Actual 

No. 

Actual 

No. 

Original 

Budget 

No. 

Adjusted 

Budget 

No. 

Actual 

No. 

Formal Settlements 

Total households 

31103 

33 687 

33 687 

37 769 

39 901 

39 835 

Households below minimum service 
level 

13 685 

15 153 

6 737 




Proportion of households below 
minimum service level 

44% 

45% 

20% 

0% 

0% 

0% 

Informal Settlements 

Total households 

14 680 

15153 

15153 

0 

0 

0 

Households to below minimum 
service level 

14 680 

15153 

15153 

0 

0 

0 

Proportion of households to below 
minimum service level 

100% 

100% 

100% 

0 

0 

0 

T 3.4.3 
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Waste Management Service Policy Objectives Taken From iDP 

Service ObjecJiireS^ 

Outline Service indicators 

(ii) 

2013/2014 

2013/2014 

2014/2015 

2015/2016 

2016/2017 

2017/2018 


Target 

(iii) 

Actual 

(iv) 

Target 

(V) 

Targets 

(Vi) 

Actual 

(vii) 

Target 

(viii) 

Target 

(ix) 

Target 

(X) 

To improve access 
to basic services 
by removal of solid 
waste 

No of households serviced 

34 519 

34 687 

34 519 

34 687 

34 687 

34 687 

34 687 

34 687 

No of businesses serviced 

735 

735 

735 

735 

735 

735 

735 

735 

Registration of the landfill 
sites with SAWIS 

0 

0 

0 

2 

2 

2 

4 

4 

No of reports submitted to 
SAWIS 

0 

18 

0 

24 

24 

24 

48 

48 

No of loads (m^) removed 
from corner dumps 

0 

0 

0 

120 

292 

292 

320 

350 


T 3.4.4 
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Employees: Solid Waste Management Services 

Job Level 

2013/2014 

2014/2015 

Employees 

Posts 

Employees 

Vacancies 

(fulltime 

equivalents) 

Vacancies (as a % of 
total posts) 


No. 

No. 

No. 

No. 

% 

0-3 

1 

1 

1 

0 

0% 

4-6 

4 

5 

4 

1 

20% 

7-9 

6 

15 

6 

9 

60% 

10-12 

7 

15 

7 

8 

53% 

13 - 15 

38 

44 

38 

6 

14% 

16 - 18 

37 

47 

37 

10 

21% 

19-20 

0 

0 

0 

12 

0% 

Total 

93 

127 

93 

46 

36% 

T 3.4.5 





Due to the challenges experienced during the previous financial year with the rendering of a waste 
removal service, the following actions were Implemented to meet the National Waste Collection 
Standard: 

> Hiring of three 20m3 mobile compactors to assist with the collection of waste. 

> EPWP employees to assist the permanent employees with the collection of waste, litter picking 
in the central business areas as well as areas identified with problem of littering. 

> Working over weekends to catch up on any service not rendered at any given time, to prevent 
any backlog in the collection of refuse service. 

> Friday Mayoral Cleaning Campaign has been implemented to improve cleaning. 

The Collection of refuse removal was successful as there was an increase from 80% to 93% collection 
of household refuse to comply with the National Standard of collection once a week. The collection of 
business waste on a weekly basis was accomplished, and the collection of perishable waste at least 
three (3) times a week was a priority to prevent any health nuisance in the towns and townships. A 
challenge has been the removal of containers from businesses and schools with the unreliable truck 
that broke down on a regular basis. 

Another challenge was the overtime amount paid to employees to clean the central business areas of 
litter, and a program with EPWP was implemented to curb these costs. The disposal of waste was 
done at the licensed landfill sites in Ficksburg, Senekal, Clocolan and Marquard. It was however 
difficult to maintain these sites as per license conditions due to the non-availability or dedicated 
vehicles and equipment. 

The program of street cleaning in the central business areas in all the units of Setsoto was effective 
and done seven (7) days a week in Ficksburg and Senekal, and six (6) days a week in Clocolan and 
Marquard. Due to the Border post with Lesotho in Ficksburg and the N5 running through Senekal it 
was necessary to clean these areas 7 days a week. 

Recycling is done by private entrepreneurs that are collecting recyclable material from reclaimers at 
landfill sites in Setsoto. The priorities in waste management were: 

1 . Awareness programs in communities to change behaviour to ensure that communities use refuse 

removal service on the days of collection and to cease the illegal disposing of refuse on 
pavements and vacant stands. 

2. To hire in adequate number of fleet to ensure availability of reliable vehicles at all time for use of 
collection of refuse, whilst waiting for acquisition of own fleet. 

During the last quarter of this year a cleaning campaign program was initiated with a goal to visit all the 
wards in Setsoto LM. The purpose of this campaign was to make a difference regarding the illegal 
dumping and littering of waste in communities. A large amount of waste was removed during Friday 
cleaning campaigns, but it was realised that the community and wards needs to be involved more. 
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At present 5817 households are registered as indigents and were subsidised with the Equitable Share. 
However there was no discrimination towards poor households as all households are serviced with a 
refuse collection service on weekly basis. The capital projects that were planned: 

1 . The procurement of refuse mobile compactors to replace the two (2) mobile compactors disposed 
during auction and the existing old and unreliable vehicle, but the process to procure one (1) 
vehicle was still outstanding. 

The variance in the operational budget is due to the hiring in of three (3) refuse mobile compactors. 
These hired vehicles made a huge difference in improving the standard of refuse removal in the 
community. 

Environmental Management Section for 2014/2015 

This part of the work was attended to despite the fact that it is not in the Organogram of the 
Municipality. The existence of an Environmental Intern as per Groen Sebenza programme has been 
valuable. 

Environmental Management issues are dealt with through the Waste Management division, it also 
strives to reduce and avoid environmental degradation and improves the quality of life of the 
community. This is done by identifying and monitoring environmental aspects and providing remedial 
and mitigation measures. It also strives to ensure compliance with environmental legislation. 

So far the Integrated Environmental Management Plan (lEMP) has being developed, which the draft 
has been approved by Council. The Integrated Waste Management Plan is under review. 

Through environmental education and awareness and cleaning campaign programmes the division is 
trying to minimise environmental issues. Facilitation to celebrate environmental calendar days and 
awareness campaigns were conducted. Arbor month was celebrated in September 2014 and 
Meteorological day in March 2015. Environmental awareness campaign was conducted in partnership 
with all the divisions of DPSS department which was conducted for all the primary schools in Setsoto. 

The Division managed to resolve a complaint lodged by one community member regarding the 
development of a park next to hospital in Clocolan. The division facilitated and through the help from 
DESTEA conducted Basic Environmental Management workshop for municipal officials in February 
2015. The Environmental Intern performs functions of Air Quality Officer as required by legislation 
(NEM: Air Quality Act, No 39 of 2004). 

Division provided inputs/ comments in the Public Participation Process of the proposed sandstone 
quarry in Clocolan on behalf of the municipality. Division responded to a complaint on Water pollution 
caused by abattoir in Marquard and also by environmental pollution caused by abattoir in Ficksburg. 
Division responded on a complaint lodged by community of Caledon Park on dust pollution caused by 
ready-mix facility in Ficksburg. Completed IDP analysis for the environmental management section to 
ensure that environmental issues are incorporated in the IDP. 


T 3.4.9 
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3.4 Housing 


Introduction to Housing 

The Planning and Property Management Division is responsible for the acquisition of land in order to 
develop townships establishments and avail serviced land for human settlements. The Housing 
section ensure that communities have access to housing and security of tenure through Title Deeds. 
We have a total of 1 04 serviced sites in Hlohlolwane, 1110 un-serviced sites in Moemaneng and 
1154 un-serviced erven in Matwabeng/Senekal. According to the Setsoto Human Settlements Sector 
Plan, we have a backlog of 12 400 erven. 

The strategy applied to redress past housing imbalances is by providing business plans to the Free 
State Provincial Government along with living waiting lists which are compiled at grassroots level by 
the municipality. The provision of housing is still the competency of the Free State Provincial 
Government (COGTA-Human Settlements) as it allocates RDP houses through their budget. The 
local municipality assists the Provincial Government in ensuring that serviced sites are available 
through Township Establishment in order to build RDP houses for the poor. 

The municipality then furnishes the Free State with data as to how many people need subsidy 
housing especially the poor and currently there is a new programme called FLISP which will assist 
local government to cater for people who do not qualify for RDP houses and do not afford to buy or 
build houses for themselves and are first time buyers who are bondable at the bank. 

The successes we have achieved in Year 0 is that we have managed to have serviced sites which are 
currently being allocated, we managed to receive an allocation of 376 RDP houses in Meqheleng, as 
well as allocation of 1 154 un-serviced sites in Senekal/Matwabeng and 1110 Marquard/Moemaneng 
but without physical occupation. The municipality is in a process of securing farms which shall be 
used for human settlements development, more township developments need to be established in 
order to address future planning and growth of our communities. 

The challenges we have experienced is the growth of informal settlements and illegal occupation of 
un-serviced in Setsoto. People who do not qualify to build houses for themselves are allocated sites 
and to those who can afford to build houses for themselves, they buy the sites from the municipality. 
Our top achievements are the construction of RDP houses, allocation of sites and the acquisition of 
more properties on behalf of the municipality. 

However, the need for housing is being addressed accordingly and prioritised. We have allocated 
sites during the past financial year, and will still be allocating more sites in the new financial year and 
starting with processes for township establishment. 

T 3.5.1 
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Percentage of households with access to basic housing 

Year end 

Totai households (including 
in formai and 
informal settlements) 

Households in formal 
settlements 

Percentage of HHs in formal 
settlements 

2011/2012 

29 590 

27 590 

93.2% 

2012/2013 

31 103 

28 519 

91.7% 

2013/2014 

33 687 

30136 

98.5% 

2014/2015 

34 687 

33 687 

97.1% 

T 3.5.2 
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Housing Service Poiicy Objectives Take From IDP 

Service objective Service indicators 

(i) 

Outline Service Indicators 

(ii) 

2013/2014 

2014/2015 

2015/2016 

2016/2017 

Target 

(ill) 

Actual 

(Iv) 

Target 

(V) 

Actual 

(vl) 

Target 

(vll) 

Target 

(vlll) 

Receive building plans and processing 

Percentage of building plans approved 

N/A 

N/A 

1 00% 


100% 

1 00% 

Quality control and site inspections on 

No of inspections conducted on formal structures 

1 000 

702 

300 


300 

300 

To conduct inspections and issue 

Number of inspections 

300 

77 

300 


300 

300 

Demolition of unsafe structures 

Number of demolitions 

N/A 

N/A 

08 


8 

8 

Conduct a feasibility study 

Number of Feasibility study report 



01 

0 

02 

02 

Conduct enumeration and feasibility 

Number of Enumeration and feasibility study report 

N/A 

N/A 

01 


02 

02 

Allocation of services sites 

Number of sites to be allocated 

760 

760 

120 


100 

100 

Verify number of Titles to be rectified 

Number of verified title deeds to be rectified 

582 

582 

2000 


0 

0 

Issue title deeds 

Number of Title Deeds issued 

1000 

3058 

1000 


300 

300 

Inspection of municipal houses 

Number of municipal houses inspected 

20 

47 

66 


27 

27 

Inspection of municipal properties 

Number of municipal properties inspected 





20 

20 

Registration of RDP houses 

No. of RDP applications submitted 

N/A 

N/A 

428 


0 

0 

Processing of rezoning applications 

No. of Re-Zoning applications processed 

0 

03 

04 


6 

6 

Processing of rezoning applications 

No. of Zoning Certificate Issued 

N/A 

N/A 

10 


8 

8 

Conduct public participation on the 

No. of By-Laws meeting attended 

N/A 

N/A 

16 


0 

0 

Conduct awareness campaign 

No. of Public awareness campaigns attended for 

N/A 

N/A 

8 


12 

12 

Process of applications received 

No. of Subdivision applications processed 

N/A 

N/A 

5 


4 

4 

Process of applications received 

No. of Consolidation application processed 

N/A 

N/A 

4 


4 

4 

Process of applications received 

No. of Special Consent application processed 

N/A 

N/A 

2 


6 

6 

Process of applications received 

No. liquor registration application processed. 

N/A 

N/A 

10 


5 

5 

Attending applications by invitation 

No. of SPLUMA meeting attended 

N/A 

N/A 

10 


4 

4 

Attending applications by invitation 

No. FIDA Forum attended 

N/A 

N/A 

4 


4 

4 

Attending applications by invitation 

No. of GIS Forum 

N/A 

N/A 

4 


2 

2 

Unit meetings 

No. of unit meetings conducted 

N/A 

N/A 

4 


12 

12 

Reports on units meeting 

No. of unit reports/ minutes generated 

N/A 

N/A 

4 


12 

12 

Compile reports for standing committee 

No. of monthly reports compiled for standing 

N/A 

N/A 

12 


12 

12 

T 3.5.3 
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Employees: Housing Services 

Job Level 

2013/2014 

2014/2015 

Employees 

No. 

Posts 

No. 

Employees 

No. 

Vacancies (fulltime 
equivalents) 

No. 

Vacancies (as a % of 
total posts) 

% 

0 - 3 

1 

2 

1 

1 

0% 

4-6 

3 

6 

3 

3 

0% 

7-9 

8 

13 

8 

5 

0% 

10 - 12 

11 

11 

11 

0 

0% 

13 - 15 

0 

4 

0 

0 

0% 

16 - 18 

0 

12 

0 

12 

0% 

19-20 

0 

0 

0 

0 

0% 

Total 

23 

48 

23 

21 

0% 

T 3.5.4 


Financial Performance 2014/2015: Housing Services 

Details 

2013/2014 

2014/2015 

Actual 

Original Budget 

Adjustment 

Budget 

Actual 

Variance to Budget 

Total Operational Revenue 

3 622 967.52 

546 480.00 

550 000.00 

1 359 784.05 

% 

Expenditure: 






Employees 

1 868 718.01 

4 423 220.00 

4 413 220.00 

4 425 91744 

% 

Repairs and Maintenance 

53 624.48 

10 000 

66 800.00 

74 928.36 

% 

other 

388 733.65 

3 105 143.00 

2 720 167.90 

209 561.94 

% 

Total Operational Expenditure 

-1 073 027.19 

7 538 363.00 

7 200 187.90 

4 710 407.74 

% 

Net Operational Expenditure 





% 

73.5.5 


Capital Expenditure 2014/2015: Housing Services 

Capital Projects 

2014/2015 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance from 
original 
budoet 

Total Project 
Value 

Total All 

37 663 

80 000 

74 956.80 

0% 







Furniture and Equipment 

37 663 

80 000 

74 956.80 

0% 

0 

Vehicles and Equipment 

0 

0 

0 

0% 

0 

T 3.5.6 


The priority of the iargest capitai projects is that as there is migration and increase in the popuiation, 
we need to ensure that we do pro-active pianning. Meaning we begin the processes of township 
estabiishment and ensure we pian for the future, in conjunction with these sites being serviced so that 
the aiiocation processes can run smoothiy. liiegai occupation of iand is stiii a chaiienge which forces 
the municipaiity to uitimateiy formaiize areas which were not pianned or budgeted for, however, to 
address the need for housing we shouid secure funding and ensure aiiocations take piace. 

T 3.5.7 
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3.6 


Free Basic Services and Indigent Support 


Introduction to Free Basic Services and Indigent Support 

Indigent are defined as those peopie, due to a number of factors, who are unabie to make monetary 
contribution towards basic services, no matter how smaii the amounts seem to be. Poverty is more than a 
iack of income. Poverty exists when an individuai’s or a househoid’s, access to income, jobs, infrastructure 
or services is adequate to ensure fuii access to opportunities in society. The condition of poverty is caused 
by a combination of sociai, economic, spatiai, environmentai and poiiticai factors. 

It is ciear from the poverty profiies that not oniy is poverty a generai criticai probiem in Setsoto, but that 
there is a significant number of peopie who are iiving in extreme poverty and who without Councii support 
wiii be unabie to afford to pay for even the most basic of services. Setsoto’s approach is to ensure that the 
provision of indigent support to the community is in a sustainabie manner and is within the financiai and 
administrative capacity of the councii. In 2014/15 any household, earning less than the two (2) state 
pension grant income qualify to be registered as indigent. These includes also pensioners, unemployed 
and child headed families. Setsoto provide indigent support on the following: 

• Water; 6kl plus basic charges 

• Sanitation; 1 00% 

• Refuse 1 00 % 

• Indigent burial of R750 per burial 

At the end of the year under review there was 581 7 indigents registered on the database. These indigents 
benefitted to a total amount of R20.1m from the equitable share for free basic water, free basic electricity 
sanitation and refuse collection. Of the R20.1 m, R2.7m was paid to Eskom for free basic electricity. 

In addition, poor people living in the farms and thus not registered as indigents, are benefitting from water 
which is transported through water tankers at no cost. Indigent registration campaigns are held on an 
ongoing basis. As in the current financial year, campaigns will again be held in the 2015/2016 financial 
year as we believe that all indigent households are not yet registered. 

Based on the Stats SA Census data, it is expected that there should be approximately 1 1 300 registered 
indigent households in the Setsoto Local Municipality. Of the 33 41 1 economically active (employed or 
unemployed but looking for work) people in the Municipality, 35.7% are unemployed. Of the 17 173 
economically active youth (aged 15-34) in the area, 46.1% are unemployed. (Source; Statistics South 
Africa: Census 201 1 ). A large percentage of the Setsoto population is very poor and thus experiencing low 
living standards. These low or no income levels indicate that a large portion of the population is dependent 
on government grants. 

T 3.6.1 



Free Basic Household Services 



Year-3 Year-2 Year-1 YearO 


■ Water (6 kilolitres per household per month) 

■ Sanitation {free minimum level service) 

■ Electricity/other energy (50kwh per household per month) 

■ Refuse {removed at least once a week) 


Data sourced from MBRRA10 


T 3.6.2 


Free Basic Services To Low income Househoids 


Number of households 

Total 

Households earning less than R2,700 per month 


Free Basic Water 

Free Basic Sanitation 

Free Basic Eiectricity 

Free Basic Refuse 

Total 

Access 

% 

Access 

% 

Access 

% 

Access 

% 

2012/13 

100 000 

6124 

6124 

100% 

6124 

100% 

6124 

100% 

6124 

100% 

2013/14 

103 000 

4 731 

4 731 

100% 

4 731 

100% 

4 731 

100% 

4 731 

100% 

2014/15 

105 000 

5 817 

5 817 

100% 

5 817 

100% 

5817 

100% 

5817 

100% 

T 3.6.3 


Financiai Performance Year 0: Cost to Municipaiity of Free Basic Services Deiivered 

Services Delivered 

2013/14 

2014/15 

Actual 

Budget 

Adjustment 

Budget 

Actual 

Variance to 
Budget 

Water 

4 783 041 

4 000 000 

4 000 000 

4 344 789 

8% 

Waste Water (Sanibfon) 

3 675 987 

500 000 

500 000 

558 308 

10% 

Electricily 

14 612 545 

1 040 000 

1 040 000 

1 207 956 

14% 

Waste Management (Solid Waste) 

3 868 270 

120 000 

120 000 

141 115 

15% 

Total 

26 939 843 

5 660 000 

5 660 000 

6 252 167 

9% 

T 3.6.4 
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The free basic services and indigent support are funded through the equitabie grant. From the 
statistics it is apparent that there was an increase in Indigent registrations for the 2014/2015 financiai 
year. Support was given to 5817 househoids. 

T 3.6.6 


Component B: Road Transport 


This component inciudes: roads; transport; and waste water (storm-water drainage). The proper 
maintenance of roads, considering the Municipaiity at iarge, is unquestionabiy of more importance 
than any of the probiems that are soived and to be soived either in construction or maintenance of 
more quaiity roads. The municipaiity has deveioped Master pians, Storm-water Management pian, 
draft storm-water Byiaws, and yeariy maintenance pian. The Municipaiity is currentiy in the process of 
deveioping Pavement Management System (PMS) that wiii be aiigned to the master pians for aii 
existing roads infrastructure within the municipaiity. Furthermore the municipaiity is embarking on 
deveioping a road poiicy and the Stormwater poiicy as per the auditor generai requirement. 


Introduction to Road Transport 

The municipaiity is required to provide safe, affordabie, sustainabie and accessibie roads 
infrastructure services that promote integrated iand use deveiopment and ensure optimai mobiiity for 
residents and users of our roads. This year has been one chaiienging in terms of service deiivery, 
iack of cruciai materiai to execute our baseiine Service Deiivery and Budget Impiementation Pian 
targets. 

With regard to aiiing fieet, it was reaiiy a chaiienge as we were unabie to perform our normai/routine 
maintenance. The proper maintenance of roads, considering the municipaiity at iarge, is 
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unquestionably of more importance than any of the problems that are solved and to be solved either 
in construction of maintenance of more quality roads. 

The municipality has developed Master Plans, Storm-water Management Plan, draft Storm-water 
Bylaws and yearly maintenance plan. The current process is the development of Pavement 
Management System that will be aligned to the Master Plans for all existing roads infrastructure within 
the municipality. Furthermore the municipality is embarking on developing a Road Policy and Storm- 
water Policy as per the Auditor-General’s requirements. 

T3.7 


Gravel Road Infrastructure 

Kilometers 


Total gravel roads 

New gravel roads 
constructed 

Gravel roads upgraded 
to Pavement/tar Road 

Gravel roads 
graded/maintained 

2012-2013 

142.71 

0 

3.30 

190 

2013/2014 

142.71 

0 

0 

506 

2014/2015 

142.71 

27.25 

0 

65.80 

T 3.7.2 


Tarred Road Infrastructure 

Kilometers 


Total tarred roads 

New 

Pavement/tar 

roads 

Existing tar roads 
re-tarred 

Tar roads 

maintained 

2012-2013 

0 

3.3 

75.80 

187.00 

2013/2014 

128.26 

0 

18.00 

589.00 

2014/2015 

164.60 

0 

0.16 

211.00 

T 3.7.3 


Cost of Construction/Mai ntenance 

R'OOO 


Gravel 

Tar 

New 

Gravel ■ Tar 

Maintained 

New 

Re-worked 

Maintained 

2012-2013 

0 

0 

238217 

0 

0 

4526126 

2013/2014 

0 

0 

194913 

0 

0 

3703342 

2014/2015 

0 

0 

4850379 

0 

0 

3559400 




T 3.7.4 
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Roads and storm-water Service Policy Objectives Taken From IDP 

Service 

Objectives 

(i) 

Outline Service Indicators 

(ii) 

2013/2014 

2013/2015 

2014/2015 

2015/2016 

2017/2018 

Target 

(iii) 

Actual 

(iv) 

Target 

(V) 

Target 

(Vi) 

Actual 

(vii) 

Target 

(viii) 

Target 

(ix) 

Target 

(X) 

To ensure 
that Roads 
and 

Stormwater is 
made 

available to 
improve the 
lives of all 
residents To 

ensure a 
proper road 
and street 
network 
throughout 
the entire 
area to the 
benefit of the 
residents. 

And To give 
administrative 
support to 
council 
committees 

No. of reports generated 

0 

0 

0 

12 

12 

12 

12 

12 

No of meeting attended 

0 

0 

0 

8 

16 

16 

16 

16 

No. of reports / minutes generated 

0 

0 

0 

8 

16 

16 

16 

16 

No. of meeting attended RRAMS 

0 

0 

0 

4 

5 

8 

4 

4 

Register as Professional 

0 

0 

0 

1 

0 

1 

0 

0 

No. of draft Bylaws Storm water 
compiled 

0 

0 

0 

1 

0 

0 

0 

0 

No. of draft road policy compiled 

0 

0 

0 

1 

0 

1 

0 

0 

No. of Draft Pavement management 
System Compiled 

0 

0 

0 

1 

0 

0 

0 

0 

No. of Draft Storm water 
management System 

0 

0 

0 

1 

4 

0 

0 

0 

Km of Roads Surveyed 

0 

0 

0 

2 

3 

0 

1 

1 

Number of Risk Progress Report 

0 

0 

0 

4 

4 

4 

4 

4 

No. of Risk meeting attended 

0 

0 

0 

4 

2 

4 

4 

4 

Km of roads graded 

150 

137.259 

150 

60 

57.2 

60 

60 

60 

Km of gravel imported 

150 

38.92 

150 

15 

24.05 

1000 

100 

100 

Km of new gravel roads 

22 

19 

22 

22 

27.25 

60 

3 

3 
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To ensure 
that Roads 
and 

Stormwater is 
made 

available to 
improve the 
lives of all 
residents To 
ensure a 
proper road 
and street 
network 
throughout 
the entire 
area to the 
benefit of the 
residents. 

And To give 
administrative 
support to 
council 
committees 

Km of townlands roads 

45 

17.2 

45 

16 

8.68 

0 

0 

0 

Km of storm water canals of & 
conduits Maintenance 

185 

171.4 

185 

150 

130.8 

150 

150 

150 

Km of storm water canals & conduit 
repaired and maintained 

15 

24.4 

15 

40 

60.2 

0 

15 

15 

Km of new channels constructed 

3.4 

16.2 

3.4 

3.4 

0.295 

3 

5 

5 

No. of Storm water catch pits 
maintained 

475 

703 

475 

475 

514 

475 

100 

100 

Km of sidewalks maintenance 

5 

1.4 

5 

5 

9.86 

5 

5 

5 

Km of potholes to be repaired 

170 

589.8 

170 

170 

211.3 

5000 

500 

500 

m2 of Re-seal (Slurry) 

700 

30 932 

40000 

40000 

10700 

10072 

10 000 

10 000 

m2 of paved street to be Rebuild 

2140 

1220 

2000 

100 

104.78 

1500 

1500 

1500 

No of Bollards replaced/installed 

0 

0 

0 

0 

0 

20 

10 

10 

Km of kerbs repaired/installed 

0 

0 

0 

0 

0 

0.3 

0.3 

0.3 

No of Speed Calming /Hump repaired 
or erected 

0 

0 

0 

0 

0 

12 

5 

5 

T 3.7.6 
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Employees: Electricity Services 

Job Level 

2013/2014. 

2014/2015 

Employees 

No. 

Posts 

No. 

Employees 

No. 

Vacancies (fulltime 
equivalents) 

No. 

Vacancies (as a % of 
total posts) 

% 

0-3 

1 

1 

1 

1 


4-6 

4 

4 

3 

3 


7-9 

4 

20 

19 

19 


10-12 

6 

4 

3 

3 


13-15 

25 

58 

43 

43 


16-18 

25 

0 

0 

0 


19-20 

0 

0 

0 

0 


Total 

65 

87 

69 

69 


T 3 . 3.6 



Capital Expenditure Year 0: Roads and Stormwater Services 

Capitai Projects 

2014/2015 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance from 
original budget 

Total Project 
Value 

Total All 

2 630 070.78 

5 055 289.06 

4 437 832.23 

617 456.83 

^ 


Vehicles 

646 660 

988 000 

420 310.16 

567689.84 

988 000 

Tools and Equipment 

0 

70 000 

22 560.31 

47 439.69 

70 000 

Furniture and 

Equipment’s 

0 

14 000 

1 1 672.70 

2 327.30 

14 000 

3km paved road in 
Ficksburg 

1 964 
205,24 

2 156 008,29 

2 156 008,29 

0 

21 992 290,00 

3km Paved road in 
Senekal 

1 964 
205,54 

1 827 280,77 

1 827 280,77 

0 

21 992 290,00 

T 3.3.8 
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To upgrade the standard of roads within the municipaiity, we engaged into a comprehensive road 
upgrading programme for number of years which were mainiy funded by Municipai Infrastructure 
Grant. There is a high need of surfacing/paving of gravei roads and the construction of sidewaiks 
within the municipaiity. 

Aii assessments of street shows that most of the municipai tarred roads needs a pavement 
rehabiiitation and or re-seaiing. It is aiso highiy recommended that the municipaiity consider upgrading 
aii storm-water drainages in order to avoid structurai defects of roads. These upgrades shouid be 
prioritised as wiii resuit in increased rehabiiitation and reconstruction costs, and a risk of increased 
ciaims from users due to damage on their vehicies. 

The municipaiity reiy on Municipai Infrastructure Grant funding to upgrade roads and storm-water 
infrastructure, business pian need to be submitted to the district municipaiity and the Department of 
Poiice, Roads and Transport to try and secure funding to upgrade municipai roads. In the year under 
assessment, the municipality has engaged with the Development Bank of Southern Africa to secure 
funding for roads upgrades, maintenance for all four towns in order to improve service delivery. 

T 3.7.10 


3.8 Transport (Including Vehicle Licensing) 


Introduction to Fleet and Transport Management 

With regard to the Fleet Management Strategies, it is of great importance to look into the following: 

• To manage fleet more efficiently and effectively 

• Ensure that the continuous training of Drivers is held annually 

• Have proper induction of newly appointed Drivers 

• Ensure that our vehicles are roadworthy in terms of licensing as and when required. 

T 3.8.1 


SERVICE STATISTICS FOR FLEET AND TRANSPORT MANAGEMENT 

Fleet and Transport Management Service Data 


Detaiis 

2013/2014 

2014/2015 

2015/2016 

Actual No. 

Estimate No. 

Actual No. 

Estimate No. 

1 

Develop maintenance schedule of vehicles 

4 

2 

4 

4 

2 

Develop Licensing schedule/rooster 

4 

2 

4 

4 

3 

Insurance Claims 

0 

0 

0 

100% 

4 

Schedule of fuel consumption per vehicle 

102 

111 

11 

122 

T 3.8.2 
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Fleet and Transport Management Objectives Taken From IDP 


Service Objectives 

Outline Service Targets 

2013/2014 

2014/2015 

2015/2016 

2017-2018 



Target 

Actual 

Target 

Actual 

Target 



'Previous 

Year 



'Previous 

Year 

'Current 

Year 


'Current 

Year 

'Current 

Year 

'Following 

Year 

(i) 

(ii) 

(Mi) 

(iv) 


(V) 

(Vi) 

(vii) 

(viii) 

(ix) 

(X) 

To manage Fleet and 
Maintenance of vehicles 

Develop maintenance 
schedule of vehicles 

**0 

4 

0 

0 

4 

4 

4 

4 


Develop Licensing 
schedule/rooster 

0 

4 

0 

0 

4 

4 

4 

4 


Insurance Claims 

0 

0 

0 

0 

0 

1 00% 

100% 

100% 


Schedule of fuel 
consumption per vehicle 

0 

0 

0 

0 

111 

156 

156 

156 


Due to the dissolution of the Fleet Management Unit by Council during the 4'^ December 2014, no report was submitted to that effect. During the course of the financial T 3.8.3 

year 2014/2015 the Fleet Management was resuscitated again hence there were no targets but actuals as reflected in the above table? 
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Employees: Fleet and Transport Management 

Job Level 

2013/2014 

2014/2015 

Employees 

No. 

Posts 

No. 

Employees 

No. 

Vacancies (fulltime 
equivalents) 

No. 

Vacancies (as a % 
of total posts) 

% 

0-3 

1 

1 

1 

0 

0% 

4-6 

0 

2 

0 

2 

1 00% 

7-9 

0 

5 

0 

5 

1 00% 

10-12 

0 

4 

0 

4 

1 00% 

13-15 

0 

6 

0 

6 

1 00% 

16-18 

0 

0 

0 

0 

0% 

19-20 

0 

0 

0 

0 

0% 

Total 

1 

18 

1 

17 

94% 

T 3.8.4 


Financial Performance: Year 2014/2015 Fleet and Transport Management 

R’OOO 

Details 

2013/2014 

2014/2015 

Actual 

Original 

Budget 

Adjustment 

Budget 

Actual 

Variance to 
Budget 

Total Operational Revenue 

0 

0 

0 

0 

0 

Expenditure: 

Employees 

0 

0 

0 

0 

0 

Repairs and Maintenance 

0 

0 

0 

0 

0 

Other 

0 

0 

0 

0 

0 

Total Operational Expenditure 

0 

0 

0 

0 

0 

Net Operational Expenditure 

0 

0 

0 

0 

0 

T 3.8.5 


Capital Expenditure Year 2014/2015 Fleet and Transport Management 


R' 000 


Capital Projects 

Year 2014/2015 


Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance from 
original 
budget 

Total Project 
Value 

No capital proiects implemented 

T 3.8.6 


It should be noted that Fleet Management Unit was a newly established division after a comprehensive 
analysis was conducted by the Provincial Government Garage. An employee was initially tasked with 
the responsibilities of Fleet Management and the Council approved establishment after report s from 
the Municipal Manager were submitted. Thus all controls that have been put in place are to provide 
adequate control and management of Fleet to ensure a sustainable service delivery. 

Major successes 

• Processing of tender for installation of tracking system to all municipal fleet 

• Review of the Municipal Vehicle Policy 

• Training all Managers and Supervisors on Municipal Vehicle Policy 

• Purchased 9 Vehicles for service delivery during the financial year 201 4/201 5 
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Challenges faced during the year 

• High spending on our vehicle repairs due to the age of vehicles and constant breakdowns 

• Usage of old vehicles whereby spare parts are no longer available 

• The fleet that is currently being used has exhausted their life span 

• Budget for Fleet Management is allocated into respective divisions and fleet has no direct 
control thereof, aside from fuel scheduling 

• Lack of staff to perform all the required functions of Fleet Management 

T 3.8.7 


3.9 Waste Water (Storm-water Drainage) 


Introduction to Storm-water Drainage 


Include under roads above 

T 3.9.1 
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Component C: Planning and Development 


This component includes: Integrated Development Plan, Performance Management Systems, Project 
Management and Local Economic Development 


3.10 Integrated Development and Performance Management Systems 


The Integrated development Planning and Performance Management Systems Division is a principal 
strategic planning instrument which guides and informs all planning, budgeting, management and 
decision-making processes in a municipality. IDP is a 5 -year development plan directly linked to 5 
year term of office for local councillors therefore It means that planning has to be developmental and it 
has to focus on the needs of the poor. The IDP process can take up to 9 months to complete the cycle, 
but the process does not affect the implementation of existing projects in a municipality. 

Involves entire municipality and its citizens finding the best solutions to achieve sustainable long term 
development. It’s the allocation available and accessible resources around certain development 
priorities and strategies and focus on service delivery. IDP is drawn up to improve the quality of 
people’s lives through the formulation of integrated and sustainable projects and programmes. 
Performance Management is a process which measures the implementation of the organisation’s 
strategy. At Local Government level this has become an imperative, with economic development, 
transformation, governance, and finance and service delivery being the critical elements in terms of 
Local Government Strategy. 

Performance Management provides the mechanism to measure whether targets to meet its strategic 
goals, set by the organisation and its employees, are met. National Government has also found it 
necessary to institutionalize and provide legislation on the Performance Management Process for 
Local Government. The Municipal Systems Act (MSA), 2000 requires municipalities to establish a 
performance management system. Further, the Municipal System Act, 32 of 2000 and the Municipal 
Finance Management Act, 56 of 2003, requires the Integrated Development Plan to be aligned to the 
municipal budget and to be monitored for the performance of the budget against the Integrated 
Development Plan via the Service Delivery and the Budget Implementation. 

In addition. Regulation 7 (1) of the Local Government: Municipal Planning and Performance 
Management Regulations, 2001 states that “A Municipality’s Performance Management System entails 
a framework that describes and represents how the municipality’s cycle and processes of performance 
planning, monitoring, measurement, review, reporting and improvement will be conducted, organised 
and managed, including determining the roles of the different role players. ” 

Performance Management, therefore, is not only relevant to the organisation as a whole, but also to 
the Individuals employed in the organization as well as the External Service Providers and the 
Municipal Entities. Given this background, it is important that a framework for Performance 
Management be established, implemented and monitored. This framework therefore describes how 
the municipality’s performance process, for the organisation as a whole will be conducted, organised 
and managed. 

T3.10 




Introduction to Integrated Development Plan and Performance Management Systems 

The division is iocated within the Department of the Office of the Municipai Manager and is headed by 
the IDP Manager. Beiow is the organisationai structure of the division. 



T 3.10.1 
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Integrated Development Plan and Performance Management System Policy Objectives Taken From IDP 

Service Objectives 

(i) 

Outline Service 
Indicators 

(ii) 

2013/2014 

2013/2014 

2014/2015 

2015/2016 

2016/2017 

2017/2018 

Target 

(ill) 

Actual 

(iv) 

Target 

(V) 

Target 

(Vi) 

Actual 

(vii) 

Target 

(viii) 

Target 

(lx) 

Target 

(X) 

To ensure that the mid-year 
performance report is submitted to 
councii within the stipuiated time 
frame 

Number of mid-year 
performance 
assessment report 
submitted 

1 

1 

1 

1 

1 

1 

1 

1 

To ensure that communities 
participate in municipai pianning 
and budgeting 

Number of IDP 

Review Community 
Representative 
meetings heid 

4 

4 

4 

4 

2 

4 

4 

4 

To hoid the executive and 
administration accountabie 

Number of MPAC 
meetings heid 

15 

8 

15 

15 

7 

15 

15 

15 

Discussion and Approvai of the 

Annuai Report 

Number of Oversight 
Reports adopted 

1 

1 

1 

1 

1 

1 

1 

1 

To ensure that the performance of 
empioyees is monitored and 
appraised 

Number of appraisai 
reports submitted 

2 

1 

2 

2 

1 

1 

1 

1 

To hoid the sections 54A and 56 
Managers accountabie 

Number of 
performance 
agreements signed 

5 

5 

5 

5 

5 

5 

5 

5 

Deveiopment and approvai of a 
measuring tooi 

Number of SDBiP 
signed by the Mayor 
within 28 day after the 
approvai of the iDP 
and Budget 

1 

1 

1 

1 

1 

1 

1 
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3.11 Project Management Unit 


Introduction to Project Management Unit 

The unit’s business pian documents how the municipaiity aims to effectiveiy and efficientiy estabiish a 
project management unit to manage the Municipai Infrastructure Gant and other infrastructure 
projects. The unit function is in aiignment with the principies and objectives underpinning the design of 
programmes as contained in the Municipai Infrastructure Grant Policy framework. 

The municipality confirms that the establishment processes, as well as the operational outcomes of 
the project management unit will: 

• Acknowledge and adhere to all aspects contained within the business plan including principles, 
objectives, sector conditions and outcomes contained within the Municipal Infrastructure Grant 
guideline document and the Municipal Infrastructure Grant Policy Framework. 

• Ensure adherence to labour intensive objectives as detailed in the Expanded Public Works 
Framework document and to develop the municipality into a unified, viable and progressive 
municipality that serves the needs of its people in a responsible, economic and sustainable 
manner. 

• Ensure the integration of the Municipal Infrastructure Grant Programme and the other projects 
within the framework of the municipality pre-existing Integrated Development Plan. 

• Ensure the alignment of the approaches and processes of existing and new infrastructure 
programme to those of the Municipal Infrastructure Grant. 

Part of the Project Management Unit function is to provide project management in the implementation 
of capital projects within the municipality in line with the Integrated Development Plan and also to 
provide professional support towards operational and maintenance of the existing infrastructure within 
the jurisdiction of the municipality. 

T3.11.1 
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Roads and storm-water Service Policy Objectives Taken From IDP 

Service Objectives 

(i) 

Outline Service Indicators 

(ii) 

2013/2014 

2013/2014 

2014/2015 

2015/2016 

2016/2017 

2017/2018 

Target 

(iii) 

Actual 

(iv) 

Target 

(V) 

Target 

(vl) 

Actual 

(vll) 

Target 

(vlll) 

Target 

(lx) 

Target 

(X) 

Professionals registered with ECSA 

No. of professionals registered with 

ECSA 

0 

0 

0 

2 

0 

0 

0 

0 

Evaluation of draft tender document 

No. of draft documents evaluated 

0 

0 

0 

2 

2 

2 

2 

0 

Do evaluation of the design 
specification 

No. of design report approved 

0 

0 

0 

4 

1 

2 

2 

0 

Ficksburg/Meqheleng: Upgrading of 
Recreational and Sports Facility 

% of work completed 

75 

80 

0 

20 

19 

0% 

0 

0 

Appointment of Consulting Engineer 
for the Construction of 3km paved 
road in Ficksburg and Senekal 

No. of Appointment letters issued 

0 

0 

0 

2 

2 

0 

0 

0 

Appointment of Contractor for the 
Construction of 3km paved road in 
Ficksburg 

No. of Appointment letters issued 

0 

0 

0 

1 

1 

0 

0 

0 

Ficksburg/ Meqheleng: Construction 
of 3km paved road and Stormwater 
drainage 

% of work completed 

0 

0 

0 

10% 

0 

85% 

0 

0 

Appointment of Contractor for the 
Construction of 3km paved road in 
Ficksburg and Senekal 

No. of Appointment letters issued 

0 

0 

0 

1 

1 

0 

0 

0 

Senekal/ Matwabeng Construction of 
3km paved road and Stormwater 
drainage 

% of work completed 

0 

0 

0 

10% 

0 

85% 

0 

0 

Ficksburg/Meqheleng: Construction 
of fencing around critical Municipal 
properties 

No. of Properties fenced Ficksburg 

0 

0 

4 

2 

2 

0 

0 

0 

Senekal/Matwabeng: Construction of 
fencing around critical Municipal 
properties 

No. of Properties fenced Senekal 

0 

0 

4 

4 

4 

0 

0 

0 

Ficksburg/Meqheleng: Installation of 
Flighmast lights 

Issuing of final completion certificate 

0 

0 

1 

1 

1 

0 

0 

0 

Senekal/Matwabeng: Installation of 
Flighmast lights 

Issuing of final completion certificate 

0 

0 

1 

1 

1 

0 

0 

0 

Clocolan/Hlohlolwane: Installation of 
Flighmast lights 

Issuing of final completion certificate 

0 

0 

1 

1 

1 

0 

0 

0 

Marquard/Moemaneng: Installation 
of Flighmast lights 

Issuing of final completion certificate 

0 

0 

1 

1 

1 

0 

0 

0 
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Meqheleng construction of 10MI 
Reservoir 

Issuing of finai compietion certificafe 

0 

0 

1 

1 

1 

0 

0 

0 

Appointment of Consuiting Engineer 
for regionai buik 

No. of Appointment ietters issued 

0 

0 

0 

2 

2 

0 

0 

0 

Raising of the De Put dam/ 
construction of the pipeiine from 
Caiedon to Meuispruit 

% of work compieted 

40% 

20% 

50% 

50% 

70% 

30% 

0 

0 

Senekai: Construction of soiid waste 
disposai site 

Issuing of finai compietion certificate 

0 

0 

0 

1 

1 

0 

0 

0 

Ficksburg: Construction of soiid 
waste disposai site 

Issuing of finai compietion certificate 

0 

0 

0 

1 

1 

0 

0 

0 

Ciocoian/Hiohiolwane: 

Refurbishment of WWTW 

% of work completed 

0 

0 

0 

50% 

50% 

50% 

0 

0 

instaiiation of Water and Sewer 
Network reticuiation to 1 1 1 0 erven in 
Moemaneng Ext 10 and foe 214 
erven in Ciocoian 

% of work completed 

100% 

0% 

0 

1 

0 

0 

0 

0 

Marquard/Moemaneng: upgrading of 
oxidation ponds 

% of work completed 

50% 

50% 

50% 

50% 

50% 

0 

0 

0 

Quaiity controi and site inspection 

No. of inspections conducted 

0 

0 

0 

96 

80 

50 

24 

24 

Site meetings 

No. of monthly reports submitted 

0 

0 

0 

96 

62 

30 

24 

24 

Submission of monthiy reports 

No. of monthly reports submitted 

0 

0 

12 

12 

12 

12 

12 

12 

Submission of quarteriy reports 

No. of quarterly reports submitted 

0 

0 

4 

4 

4 

4 

4 

4 

Submission of Annuai report 

No. of annual report submitted 
municipality 

0 

0 

0 

1 

1 

1 

1 

1 

Submission of PMU business pians 

No. of business plan submitted 

0 

0 

0 

6 

7 

3 

3 

3 

Provinciai capitai expenditure target 
as per aiiocation 

% of Expenditure reached 

0 

0 

100% 

100% 

100% 

100% 

100% 

100% 

Compiiation of Action pian 2015/16 

Draft Action 2015/16 

0 

0 

0 

2 

2 

2 

2 

2 

Reporting on the aiiocation 

ACIP Quarterly meeting 

0 

0 

0 

4 

4 

4 

4 

4 

RBIG Quarterly meeting 

0 

0 

0 

4 

4 

4 

4 

4 

MIG Quarterly meeting 

0 

0 

0 

4 

4 

4 

4 

4 

No. of annual reports submitted sector 
departments 

0 

0 

0 

3 

3 

3 

3 

3 

Update the asset Register 

Review of Asset register 

0 

0 

0 

2 

2 

2 

2 

2 

Cleaning and beautification 
programme 

No. of jobs created 

0 

196 

100 

100 

100 

1200 

0 

0 
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Cleaning of street and Stormwater 
drainage system 

No. of jobs created 

0 

0 

32 

32 

32 

0 

0 

0 

Setsoto EPWP youth service 

No. of jobs created 

0 

0 

10 

10 

10 

0 

0 

0 

Setsoto EPWP youth graduate 
programme 

No. of jobs created 

0 

0 

10 

10 

10 

0 

0 

0 

Patching of Potholes 

No. of jobs created 

0 

0 

30 

30 

30 

0 

0 

0 

T 3.7.6 
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Capital Expenditure 2014/2015: Project Management Unit 

Capital Projects 

2014/2015 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance from 
original budget 

Total Project 
Value 

Total All 

3 737 065.76 

3 737 065.76 

3 241 081 .29 

592 299.74 

^ ^ ^ ^ 

Fencing of municipal 
properties FIcksburg 

2 455 536,10 

2 455 536,10 

1 959 551,63 

592 299.74 

2 550 654.00 

Fencing of municipal 
properties Senekal 

1 281 529,66 

1 281 529,66 

1 281 529,66 

0 

5 995 699.00 

Upgrading of Meqheleng 
sport facility 

15 298 385,86 

7 779 854,02 

17 779 854,02 

0 

63 042 000,00 

T 3.3.8 


INCENTIVE ALLOCATION/EPWP BUDGET 


YEAR 


BUDGET 


2012/13 


1 090 000 


2013/14 


1 763 000 


2014/15 


2 632 000 


EPWP MUNICIPAL FUNDING 


YEAR 


2012/13 


0.00 


2013/14 


1 019 000 


2014/15 


1 386 000 


Sector 

PROJECT NAME 

2012/13 1 2013/14 | 2014/15 



Number of Project Beneficiaries 

Infrastructure 

Erf connection 3885-3901 stand pipe in Senekal 

30 

0 

0 

War on leaks programme 

17 

0 

0 

Development of 1000 sites 

32 

32 

0 

Construction sports facilities in Meqheleng 

30 

60 

96 

FXB Fencing of Municipal Properties 

0 

21 

0 

SNK Fencing of Municipal Properties 

0 

14 

0 

MRQ Fencing of Municipal Properties 

0 

10 

0 

CLC Fencing of Municipal Properties 

0 

11 

0 

FIcksburg high mast light 

0 

08 

0 

Construction of 10ml reservoir 

0 

30 

0 

Perching of Potholes 

0 

0 

76 


Meqheleng RDP Flouses 

0 

0 

32 

Total 


109 

186 

204 

Social 

Setsoto Asset Clerks 

0 

05 

0 

Security Officers 

29 

0 

0 

Account Distributors 

30 

30 

0 

Setsoto Ward Committee 

0 

180 

176 

Setsoto In-service Training 

0 

25 

23 

Total 


59 

240 

199 

Environmental 

Cleaning and beautification 

196 

196 

0 

Door to Door Waste Removal 

33 

0 

0 

Cleaning of roads and storm water and parks 

209 

0 

0 

Food for Waste 

0 

100 

100 

Cleaning of Illegal Dumping Sites 

50 

0 

0 

Setsoto Cleaning and Beautification 13/14 

0 

0 

115 

Development of Parks in Clocolan and Marquard 

0 

0 

200 

Setsoto Youth Waste 

0 

0 

15 

Cleaning of Cemeteries in Senekal 

0 

100 

100 

Total 


488 

396 

530 

Non State Sector 

Setsoto CWP 

1200 

1200 

1200 

Total 


1200 

1200 

1200 
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Jobs Creation Through EPWP Projects 

Year 

EPWP PROJECTS 

Jobs Created Through EPWP Projects 

2012/13 

11 

1 856 

2013/14 

16 

2 022 

2014/15 

11 

2 133 

Incentive Ailocation/EPWP Budget 

Year 

Budget 

2012/13 

1 090 000 

2013/14 

1 763 000 

2014/15 

2 632 000 



EPWP Municipai Funding 

Year 

Budget 

2012/13 

0.00 

2013/14 

1 019 000 

2014/15 

1 386 000 

Capitai Expenditure of 5 Largest Projects 


2014/2015 

Variance: 2014/2015 

Name of Project 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Original 

Variance 

(%) 

Adjustment 
Variance (%) 

Marquard/Moemaneng: Upgrading 
of Oxidation Ponds 

24 689 601 

26 289 668 

26 289 6682 

1 06.48% 

0% 

Ficksburg/Meqheleng: Upgrading 
of Recreational and Sport Facilities 

15 298 386 

17 779 8541 

17 779 8541 

0% 

0% 

Upgrading of Bulk Water Supply 
from Caledon to Meulspruit 

8 886 385 

8 886 385 

8 886 385 

0% 

0% 

Meqheleng/Ficksburg: Upgrading 
of Bulk Water Supply 

4 264 672 

4 264 672 

4 264 672 

0% 

0% 

Upgrading of Raw Water Pump 
Station in Marquard and Senekal 

6 113 642 

6 113 642 

6 113 642 

0% 

0% 

Projects with the highest capital expenditure in 2014/2015 

Project Name 

Marquard/Moemaneng: Upgrading of Oxidation Ponds 

Objective of the project 

Ensure basic access to dignified sanitation for all residents 

Delays 

Water shortages, budget shortfall and steel strike 

Future challenges 

Skilled personnel to operate the plant 

Anticipated citizen benefit 

Proper and dignified sanitation 

Project Name 

Ficksburg/Meqheleng: Upgrading of Recreational and Sport Facilities 

Objective of the project 

To provide community with sport and recreational facility in order to support development 
of skills, communal activities and upliftment of the community. 

Delays 

Rain 

Future challenges 

Skilled personnel to operate the facility 

Anticipated citizen benefit 

Proper sport and recreati8onal facility and skills development 

Project Name 

Upgrading of Bulk Water Supply from Caledon to Meulspruit 

Objective of the project 

To ensure sustainable water supply to communities 

Delays 

Flard rock 

Future challenges 

Rain, Environmental Impact Assessment process and hard rock 

Anticipated citizen benefit 

Sustainable water supply 

Project Name 

Meqheleng/Ficksburg: Upgrading of Bulk Water Supply 

Objective of the project 

To ensure sustainable water supply to communities 

Delays 

Rain 

Future challenges 

None 

Anticipated citizen benefit 

Provision of clean and sustainable water supply 

Project Name 

Upgrading of Raw Water Pump Station in Marquard and Senekal 

Objective of the project 

To ensure sustainable water supply to communities and protect pump station against theft 
and vandalism 

Delays 

None 

Future challenges 

Vandalism 

Anticipated citizen benefit 

Sustainable raw water supply 
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The PMU in the financial year 2014/1 5 managed to spend 1 00% from both Regional Bulk Infrastructure Grant (RBIG) 
and Municipal Infrastructure Grant within the set time frames and according to the specifications and reports were 
submitted to these sector department as proof of expenditure. The PMU has managed to complete some of the main 
capital projects that will serve as one of the achievements to address challenges of sewer and water. 

This was mainly the completion of the new Waste Water Treatment Works in Marquard which will serve the community 
of Marquard and Moemaneng and the completion of the Bulk Water Supply in Ficksburg/ Meqheleng which includes the 
new 10ML Reservoir that provide a 48hours storage. PMU had also provided support to other municipal projects mainly 
towards operational & maintenance of water and sanitation. It has also managed to keep clean record of audit on 
quarterly bases which is conducted by the municipal internal audit division. 

T3.11.5 


3.12 Local Economic Development (Including Tourism and Market Places) 


Introduction to Economic Development 

The overall primary goal of Setsoto Local Economic Development Strategy is to expand the local economy in 
order to enhance the community’s quality of life and to improve the living condition of its communities in 
general. In terms of this strategy, the future development of the community in this area revolve the following 
goals; 

• To create an enabling business environment for the sustainable economic empowerment through the 
promotion of procurement opportunities to local business. 

• To promote the provision of an adequate supply of vacant, development-ready land for industrial use as 
well as for small scale farming. 

• To develop, support and strengthen position of the municipality as a tourist destination of choice. 

• To build a highly skilled, flexible work force. 

T3.12.1 


Economic Activity by Sector 

R'OOO 

Sector 

2012/13 

2013/14 

2014/2015 

Agriculture forestry and fishing 

7 435 

6 623 

7 239 

Mining and quarrying 

21 182 

20 319 

21 603 

Manufacturing 

12 859 

13 021 

17 278 

Wholesale and retail trade 

21 408 

18 930 

23 814 

Finance, property, etc. 

23 633 

21 788 

24 140 

Government, community and social services 

22 971 

22 491 

27 226 

Infrastructure services 

3 149 

3 113 

4 533 

Total 

112 637 

106 285 

125 833 

This sector represent the Provincial statistics: * Source; STATS SA T 3.12.2 
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Economic Employment by Sector 



Jobs ‘000 

Sector 

2012/13 

2013/14 

2014/15 


No. 

No. 

No. 

Agriculture, forestry and fishing 

66 

70 

57 

Mining and quarrying 

23 

25 

27 

Manufacturing 

58 

58 

56 

Wholesale and retail trade 

147 

142 

39 

Finance, property, etc. 

65 

70 

58 

Government, community and social services 

203 

213 

206 

Infrastructure services 

88 

82 

52 

Total 

650 

660 

495 

T 3.12.3 


The short- and long-term prospects for economic growth and development will focus on the achievement of 
the development strategies, programmes and projects as identified and recorded in the municipality’s IDP. 
These strategies and programmes have been informed by the recognition of challenges posed by poverty, 
unemployment and inequality. Aligned to this vision, in promoting socio-economic development, the 
following programmes will be developed; 


Revitalisation of township economies. 

This is a systematic intervention that addresses spatial inequalities through development of economic 
infrastructure to drive economic activity. 

Revitalisation of the manufacturing sector. 

The intervention will assist with diversification and enhance all sectors that have potential. Development of 
proper infrastructure for informal sector. The strategy focuses on building stalls and training informal 
business owners. Development of Construction incubator. The intervention aims at ensuring contractors are 
able to properly respond to tenders and subsequently raise their level of grading. 


Jobs Created during Year 2014/2015 by LED Initiatives (Excluding EPWP projects) 

Total Jobs created / Top 3 initiatives 

Jobs created 
No. 

Jobs 

lost/displaced 
by other 
initiatives 

No. 

Net total jobs 
created in year 
No. 

Method of validating jobs 
created/lost 

2012/2013 

0 

0 

0 

Reports 

2013/2014 

0 

0 

0 

2014/2015 

32 

3 

29 

T3.12.5 
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Job creation through EPWP* projects 

Details 

EPWP Projects 

No. 

Jobs created through EPWP projects 
No. 

2012/13 

11 

1856 

2013/14 

16 

2 022 

2014/15 

11 

2 133 

‘Source: Extended Public Works Programme Unit T3.12.6 
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Local Economic Develo 

pment Policy Objectives Taken From IDP 

Service Objectives 

(i) 

Outline Service Indicators 

(ii) 

2013/14 

2013/2014 

2014/15 

2015/16 

2016/17 

2017/2018 

Target 

(iii) 

Actual 

(iv) 

Target 

(V) 

Target 

(Vi) 

Actual 

(vii) 

Target 

(viii) 

Target 

(ix) 

Target 

(X) 

To create a sustainable 
economic growth and 
alleviate poverty by 
maximising local 
Agriculture, tourism and 
industrial opportunities 
and exploitation of 
international market 

Number of training interventions 
made to SMMEs 

0 

0 

0 

4 

6 

4 

4 

4 

Number of Agro-processing 
supported 

0 

0 

0 

1 

1 

0 

0 

0 

Number of audit conducted 

0 

0 

0 

1 

0 

0 

0 

0 

Number of entrepreneurs assisted 

0 

25 

25 

50 

362 

50 

50 

50 

Number of hawkers permits issued 

0 

288 

0 

300 

45 

300 

300 

300 

Number of trading licenses 

0 

102 

0 

120 

1 

110 

110 

110 

Number of functional sustainable fora 

0 

2 

2 

4 

4 

4 

4 

4 

Marketing of Tourism 
Activities in the 

Municipal 

No of Activities promoted 

6 

9 

6 

9 

3 

6 

6 

6 

No of Indaba/ Expo attended 

f 

1 

1 

1 

1 

1 

1 

1 

Development of 

Marketing Material 

Marketing Material 

0 

0 

0 

1 

0 

1 

1 

1 

Reactivation of Tourism 
Forums 

No of Functionally sustained fora 

0 

5 

0 

5 

0 

4 

4 

4 


Unit is understaffed and it has iimited resources to accompiish its mandate. Number of permits and trading iicense was revised during the mid-term review but the changes were not 
effected in the approved revised SDBIP and the Audit was taken out as weii due to iack of capacity, in essence this the function of the Department of Agricuiture not the municipaiity. 
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Employees: Local Economic Development Services 

Job Level 

2013/14 

2014/2015 

Employees 

No. 

Posts 

No. 

Employees 

No. 

Vacancies (as a % of total 
posts) 

% 

Variance (%) 

0-3 

1 

1 

1 

0 

0% 

4-6 

3 

2 

0 

2 

100% 

7-9 

3 

8 

2 

6 

75% 

10-12 

0 

0 

0 

0 

0% 

13 - 15 

0 

0 

0 

0 

0% 

16-18 

0 

0 

0 

0 

0% 

19-20 

0 

0 

0 

0 

0% 

Total 

7 

11 

3 

8 

73% 

T3.12.8 


Financial Performance Year 2014/2015: Local Economic Development Services 


R‘000 

Details 

2013/2014 

2014/2015 

Actual 

Original Budget 

Adjustment Budget 

Actual 

Variance to Budget 

Total Operational Revenue 

0 

40 

18 

14 

-29% 

Expenditure: 






Employees 

0 

433 

433 

869 

50% 

Repairs and Maintenance 

0 

10 

0 

0 

0% 

Other 


326 

40 

121 

67% 

Total Operational Expenditure 

0 

769 

473 

990 

22% 

Net Operational Expenditure 

0 

729 

455 

976 

25% 

Repairs and maintenance was shifted during the adjustment budget 
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The municipality’s capital budget on MIG was allocated to implement its mandate and objectives. The 
new economic infrastructure that were built during the financial year under review contributed to the 
development of new businesses, stimulated economic growth and created employment. In this way it 
reduced poverty and improved the quality of life for the people within the area. The municipality also 
used programmes such as the EPWP to ensure emerging contractors implement some of its projects. 

The total MIG budget allocated for 2014-201 5 financial year was R 56 677 000.00. The funds were 
utilised in the construction and upgrading of several hard infrastructure which amongst others included 
the upgrading of oxidation ponds in Marquard, upgrading of bulk water supply in Meqheleng, 
development of Meqheleng recreational and sport facilities and construction of fencing around critical 
municipal property in all four towns. Although the developments of economic infrastructure indirectly 
contributed in creation of jobs locally, this capital budget did not include LED capital projects per se. 

To a large extent the LED function was dominated by providing entrepreneurs with assistance on 
different services, ranging from completing application forms for funding, training in various business 




skills and learnerships programmes in micro-financing and sandstone mining. During the year under 
review, Setsoto LED division undertook several activities directed at promoting local economic 
development. Despite the financial constraints under which this division functioned, the following 
achievements will be highlighted: 

To promote local economic development, a coordinated business support and a total of six training 
interventions were conducted to 64 entrepreneurs with the involvement of both SEDA and Services 
SETA. These activities took place in Clocolan and Ficksburg respectively. The LED division also 
provided support to two agro-processing initiatives and also referred several prospective clients to 
Department of Rural Development and Land Reform for land acquisition via the Proactive Land 
Acquisition Strategy programme. 

A total of 362 potential entrepreneurs were assisted through our business development and marketing 
programme. The LED division assisted 79 SMME in submitting funding applications to the Provincial 
Micro Enterprise Support Programme. The majority of the entrepreneurs who came to seek assistance 
at the LED office, received assistance which was conducted through a one-on-one interviews. This 
process was carried out with the assistance of SEDA Thabo Mofutsanyana District office. 

The LED division embarked on a recruitment drive during the month of February whereby the unit- 
based LED Forums were established in each of the four towns comprising Setsoto local municipality. 
The purpose of the LED forum is to assist the municipality in the implementation of the LED Strategy 
through programmes and projects identified in each town. On the 23-24 September 2014, the Free 
State Provincial Department of Sports, Arts and culture together with other sister departments, 
organised the Fleritage Day celebrations and Setsoto once more became the host municipality where 
over 10,000 people descended on the Ficksburg show ground. 

The two main Setsoto tourism events that normally takes place in November of each year -the Cherry 
Jazz and Cherry Festival - were supported by the municipality with the amount of R500 000 which was 
split equally between the two events. These events drew up to the 17,200 people to the Ficksburg 
show grounds. The attendance to these events indicates the strength and contribution of festivals in 
the growth of the economy of Setsoto municipality. 

The estimated cash which is believed to have been injected into the economy of Setsoto, during the 
Cherry Jazz and Cherry Festival amount R 5 million as reported by the Organisers. 

The Cherry Jazz and Cherry festival is always supported by a host of provincial departments including 
Free State Tourism Authority, Free State SMME Support Forum and FDC. A total amount of R 158, 
591 was contributed by these important stakeholders who are all members of the Free State SMME 
Support Forum. 

The local SMME’s who benefited financially through sales of goods and services during the Fleritage 
day celebrations. Cherry Jazz and Cherry Festival were over 200. Despite the overall success 
achieved by the LED division, the business regulation and compliance section of the division still 
needs to ensure all businesses doing trade within the jurisdiction of the municipality apply for trade 
licences. The division has designed a new business licensing programme which will ensure that this 
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process is followed throughout the year to ensure maximum compliance. This new development in 
relation to issuing of licences and permits took a little while in order for us to ensure that we deal with 
errors and mistakes of the past, however the process has been approved and ready for 
implementation. 

The LED unit will focus on promoting assistance to informal business to ensure that they are brought 
into the economic mainstream. The township enterprise hub- development will be one of the options to 
look into during the 2015/16 financial year. 

T3.12.11 


Component D: Development Planning and Social Security 
Introduction to Development Planning and Social Security 

The mandate of the Department is mainly a service delivery component and therefore intends to strive 
to continuously improve how we render services to communities. The experience over a period shown 
that it is required the change approach in the way we extend and reach out to the communities in to 
ensure that those areas which were not previously serviced are better off. The municipality is also 
taking into consideration realities in the municipality at the moment. As service delivery department our 
mandate is the following: 

• Safety of road users through traffic service; 

• Provision of disaster management services for community affected as a result of man-made 
and other natural disasters; 

• Maintenance of parks and greening of open spaces; 

• Provision of waste disposal system, which is complaint, efficient, safe and cost effective; 

• Refuse removal and street cleaning’ 

• To ensure that the environment is conducive and not harmful to the health and wellbeing of 
communities; 

• Create sustainable economic growth and alleviate poverty by maximising local, agricultural, 
tourism and industrial opportunities and exploitation of international export markets through 
local economic development initiatives; 

• Promotion of tourism development; 

• Assisting in promotion of healthy and cultural lifestyle to the communities through sport, arts 
and recreational programmes; and 

• Provide maintenance of the municipal properties and facilities 

T 3.13.0 
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3.14 Cemeteries 

This component includes: cemeteries 


Introduction to Cemeteries 

The section provides graves to the communities and is done with the appropriate sensitivity. We 
ensure that the burial registers are indicative of a proper grave numbers. The section also provides the 
maintenance of the cemeteries. 

T3.14.1 


Service Statistics for Cemeteries 

The provision of graves for burial purposes was a priority for the municipality and during this financial 
year the following number of graves were provided for such purpose: 


Quarter 1 

Quarter 2 

Quarter 3 

Quarter 4 

Total 






T 3.14.2 
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Cemeteries Policy Objectives Taken From IDP 

Service Objectives 

(i) 

Outline Service Indicators 

(ii) 

2013/14 

2013/2014 

2014/15 

2015/16 

2016/17 

2017/2018 

Target 

(iii) 

Actual 

(iv) 

Target 

(V) 

Target 

(Vi) 

Actual 

(vii) 

Target 

(viii) 

Target 

(ix) 

Target 

(X) 

To provide and maintain 
cemeteries 

No of graves provided 

0 

f 426 

f 426 

0 

1 103 

0 

0 

0 

Provision of proper cemetery 
records 

No of Registers deveioped 

8 

8 

8 

8 

8 

8 

1 

1 


T3.14.3 


Employees: Cemeteries 

Job 

Level 

2013/2014 

2014/2015 

Employees 

No. 

Posts 

No. 

Employees 

No. 

Vacancies 

(fulltime 

equivalents) 

No. 

Vacancies (as a % of 
total posts) 

% 

0-3 

0 

0 

0 

0 

0% 

4-6 

2 

2 

0 

2 

100% 

7-9 

2 

2 

1 

1 

50% 

10-12 

2 

2 

1 

1 

50% 

13-15 

0 

0 

0 

0 

0% 

16-18 

8 

8 

6 

2 

25% 

19-20 

0 

0 

0 

0 

0% 

Total 

14 

14 

8 

6 

43% 

T 3.14.4 


Financial Performance Year 2014/2015: Cemeteries 

R'OOO 

Details 

2013/2014 

2014/2015 

Actual 

Original 

Budget 

Adjustment 

Budget 

Actual 

Variance to Budget 

Total Operational 
Revenue 

300 

297 

305 

290 

-2% 

Expenditure: 




0 


Employees 

1 646 

2455 

2 455 

2 840 

14% 

Repairs and 
Maintenance 

144 

0 

10 

0 

0 

Other 

7 

517 

2 455 

2 840 

82% 

Total Operational 
Expenditure 

1 797 

2 972 

4 920 

5 680 

48% 

Net Operational 
Expenditure 

1 497 

2 675 

4615 

5 390 

50% 

Hiring of equipment cost the municipality around R1 144 000 a year T 3.14.5 



The provision of graves for buriai purposes and the maintenance of cemeteries was done during the 
year. The digging of the graves on a weekiy basis was done with hired equipment to ensure that the 
graves were ready each week for the funerais. Some of cemeteries were fenced through MIG project 
during this financiai year, but others are aiready vandaiised as it stands. 

The digging of graves has been a chaiienge since the municipaiity doesn’t have dedicated equipment 
and reiy on hired of equipment. The damage to the buriai registers during a fire in the past at the 
offices in Meqheieng remain a chaiienge because aii information was destroyed, and the introduction 
of an eiectronic system with a backup system wouid address such a chaiienge in future. Cases were 
reported in Marquard and Ciocoian where there were disputes regarding to the ownership of graves, 
this matters were bandied with care and sensitivity. Maintenance was done by cutting grass, fixing of 
fences where necessary and removing of probiematic trees. 

T3.14.7 
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3.15 Parks 


Introduction to Parks 

The services rendered by the Parks section is seasonaiiy and the foiiowing were rendered: 

The maintenance of the municipai gardens, pavements (sidewaiks) and open space. 

The maintenance of sport faciiities and swimming poois. 

The cieaning of the town and community haiis. 

The maintenance and management of the caravan parks 
Pianting and maintaining trees in municipai properties 

T3.15.1 
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Parks Policy Objectives Taken From IDP 

Service Objectives 

(i) 

Outline Service 
Indicators 
(ii) 

2013/2014 

2013/2014 

2014/2015 

2015/16 

2016/17 

2017/2018 

Target 

(iii) 

Actual 

(iv) 

Target 

(V) 

Target 

(Vi) 

Actual 

(vii) 

Target 

(viii) 

Target 

(ix) 

Target 

(X) 

To develop and 
maintain parks 

Number of developed 
parks in units 

0 

14 

0 

4 

2 

2 

2 

2 

Number of parks 
maintained 

14 

14 

14 

14 

14 

16 

16 

18 

The target for development of parks was revised to 2 during Mid-year but that change was not effected into the approved revised SDBIP 

T 3.15.2 


Employees: Parks 

Job 

Level 

2013/2014 

2014/2015 

Employees 

No. 

Posts 

No. 

Employees 

No. 

Vacancies 

(fulltime 

equivalents) 

No. 

Vacancies (as a % of total posts) 

% 

0-3 

0 

1 

0 

1 

100% 

4-6 

4 

4 

2 

2 

50% 

7-9 

6 

6 

4 

2 

33% 

10 - 12 

5 

5 

3 

2 

40% 

13 - 15 

15 

20 

20 

0 

0% 

16 - 18 

58 

58 

47 

11 

19% 

19-20 

0 

0 

0 

0 

0 

Total 

88 

94 

76 

18 

19% 

T 3.15.4 


Financial Performance Year 2014/2015 : Parks 

R'OOO 

Details 

2013/2014 

2014/2015 

Actual 

Original 

Budget 

Adjustment 

Budget 

Actual 

Variance to 
Budget 

Total Operational Revenue 

136 

147 

144 

146 

-1% 

Expenditure: 






Employees 

8 313 

8 722 

8 722 

8 144 

-7% 

Repairs and Maintenance 

1 041 

491 

509 

354 

-39% 

Other 

456 

889 

1 334 

437 

-103% 

Total Operational Expenditure 

9 810 

10 102 

10 565 

8 935 

-13% 

Net Operational Expenditure 

9 674 

9 955 

10 421 

8 789 

-13% 

T3.15.5 





The maintenance of parks, pavements and open areas was a challenge due to a problem with the 
availability of equipment. The Caravan Park, sports facilities and community halls were maintained and 
cleaned to ensure accessibility to the community. The major challenge was the vandalism of facilities 
and the theft of equipment. The trimming of 125 problematic trees in Toorn Street in Ficksburg was 
done with the assistance of external services provider. During the Arbor month in September, the 
municipality planted 1350 trees in four units of Setsoto. 


The development of the sport stadium in Meqheleng under the MIG grant will be completed this 
financial year after 3 years, however it is worth mentioning that there were some down scaling done 
due to non-availability of funds, of which the flood lights are the most important items. However the 
cost for such runs into millions which at the moment the municipality doesn’t have. 


EPIP allocation from the Department of Environmental Affairs for the development of parks in Clocolan 
and Moemaneng, the initial plan was to implement parks in all four units. But it must be stated that the 
allocation was not enough which led to the down scaling to development of only two (2) in Clocolan 
and Marquard. The Department has appointed an implementing agent for the development of these 
projects, this project is anticipated to be completed by 31 December 2015. Community Works Program 
has developed parks in Meqheleng, Moemaneng and Matwabeng, although the park in Meqheleng has 
already been vandalised. A positive feedback was received on the operations at the caravan park in 
Ficksburg, especially from visitors during the Cherry Festival November 2014. 


T 3.15.7 
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3.16 Traffic Provision 


introduction to Traffic Provision 

The main objective and function as Pubiic Safety Division, is to promote iaw enforcement with regard 
to the Nationai Road Traffic Act and Municipai Byiaws. The safety of aii road users is paramount in 
our approach to Road Safety and service deiivery. Vehicie fitness is aiso part of our strategy to combat 
accidents. The personnei in this Section must ensure that aii road users abide by the road traffic 
management reguiations and statutes. 

T3.16.1 


Traffic Provision Data 


Detaiis 

2013/2014 

2014/2015 

2015/2016 

Actuai 

No. 

Estimate 

No. 

Actuai 

No. 

Estimate 

No. 

1 

No of roadbiock conducted 

24 

24 

74 

24 

2 

No of traffic fines issued 

3294 

0 

4463 

3246 

3 

Rand received 

259370 

0 

275370 

127396 

4 

No of Point Duty and escort performed 

157 

0 

132 

120 

5 

Rand received per escorts 

33580 

0 

26910 

24000 

6 

No of speed measuring device purchased 

0 

1 

0 

0 

7 

No of traffic signs repiaced and instaiied 

157 

70 

111 

80 

8 

No of km painted 

86 

80 

158 

80 

Speed measuring device was not purchased as the Division is intending to introduce Traffic 

Management System 

T3.16.2 


Traffic Provision Poiicy Objectives Taken From iDP 

Service Objectives 

(i) 

Outline Service Indicators 

(ii) 

2013/2014 

2013/2014 

2014/2015 

2015/2016 

2016/2017 

2017/2018 

Target 

(iii) 

Actual 

(iv) 

Target 

(V) 

Target 

(Vi) 

Actual 

(vii) 

Target 

(viii) 

Target 

(ix) 

Target 

(X) 

To encourage compliance to National 
and Provincial laws and Municipal By- 
laws 

No of roadblock conducted 

24 

35 

24 

24 

74 

35 

35 

35 

No of traffic fines issued 

0 

3186 

0 

0 

4463 

3246 

3000 

2800 

Rand received 

0 

240120 

0 

0 

275370 

127396 

125000 

121000 

To promote Road safety 

No of Point Duty and escort 
performed 

0 

148 

0 

0 

132 

120 

120 

120 

Rand received per escort 

0 

32280 

0 

0 

26910 

24000 

25200 

27000 

No of speed measuring 
device purchased 

1 

2 

1 

1 

0 

0 

0 

0 

To ensure road visibility by traffic signs 
and road markings 

No of traffic signs replaced 
and installed 

70 

130 

70 

70 

111 

80 

60 

75 

Number of km’s painted 

80 

54 

80 

80 

158 

80 

85 

90 

T3.16.3 


Employees: Traffic Provision 

Job 

Level 

2013/2014 

2014/2015 

Employees 

No. 

Posts 

No. 

Employees 

No. 

Vacancies 

(fulltime 

equivalents) 

No. 

Vacancies (as a 
% of total posts) 

% 

0-3 

1 

2 

1 

1 

50% 

4-6 

3 

2 

2 

0 

0% 

7-9 

9 

23 

10 

13 

57% 

10-12 

0 

0 

0 

0 

0% 

13-15 

1 

4 

1 

3 

75% 

16-18 

6 

8 

6 

2 

25% 

19-20 

0 

0 

0 

0 

0% 

Total 

20 

39 

20 

19 

49% 

T3.16.4 


Financial Performance Year 2014/2015: Traffic Provision 

R'OOO 

Details 

2013/14 

2014/2015 

Actual 

Original 

Budget 

Adjustment 

Budget 

Actual 

Variance to Budget 

Total Operational Revenue 

0 

292 

281 

259 

-13% 

Expenditure; 






Employees 

0 

5 243 

5 243 

5 698 

8% 

Repairs and Maintenance 

0 

530 

560 

545 

3% 

Other 

0 

388 

802 

744 

48% 

Total Operational Expenditure 

0 

6 161 

6 605 

6 987 

12% 

Net Operational Expenditure 

0 

5 869 

6 324 

6 728 

13% 

T3.16.5 


Capital Expenditure Year 2014/2015: Traffic Provision 



R' 000 


YearO 






Capital Projects 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance 
from original 
budget 

Total 

Value 

Project 

No Capital projects implemented, as the acquisition of speed measuring device was revised during Mid-year 
review. 

T3.16.6 




The Division has been participating in iaw enforcement activities such as roadbiocks, operations and 
pubiic awareness to ensure safety of road users. This inciude their joint programs with the Provinciai 
Department of Transport’s traffic officers, SAPS, SANDF, EMS and Home Affairs. 

During Mandeia month and the outreach program the Division worked far above its targets and the 
demand for the paint was aiso high, hence the funds for Speed Device was used to acquire toois and 
equipment for new constructed speed humps. 

The Premier’s office made a caii for extra speed humps in townships for reducing accidents, and the 
Division painted aii newiy constructed speed humps in four units. The Division has embarked on a 
program to ensure that trucks do not park overnight in our towns as they are damaging the roads. 

Secondiy the current system (manuai) is not assisting the municipaiity to trace tickets issued, therefore 
the idea of introducing traffic management system wiii address the chaiienge. 

T3.16.7 


Component E: Security Services and Property Maintenance 


3.17 Security Services and Property Maintenance 


introduction to Security Services 

The mandate of the Security Services Division is to ensure safety of municipai empioyees and property 
by means of access controi to municipai buiidings, impiement security measures in the form of counter 
inteiiigence and aiso to represent the municipaiity at broad security forums and participate in aii 
security reiated matters of iocai, provinciai and nationai interest. 

T3.17.1 


Security Services and Data 


Detaiis 

2013/2014 

2014/2015 

2015/2016 

Actuai No. 

Estimate No. 

Actuai No. 

Estimate No. 

1 

Number of CCTV Cameras and Monitors 
installed 

27 

10 

10 

75 

2 

Number of Guard rooms built 

2 

1 

1 

0 

3 

Number of alarm systems installed 

10 

6 

6 

0 

T3.16.2 
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Security Services and Property Maintenance Policy Objectives Taken From IDP 

Service 

Objectives 

(i) 

Outline Service Indicators 

(ii) 

2013/2014 

2013/2014 

2014/2015 

2015/2016 

2016/2017 

2017/2018 

Target 

(iii) 

Actual 

(iv) 

Target 

(V) 

Target 

(Vi) 

Actual 

(vii) 

Target 

(viii) 

Target 

(ix) 

Target 

(X) 

To ensure safety 
of municipal 
property and 
personnel 

No of CCTV Cameras installed at Municipal Properties 

27 

27 

27 

10 

10 

0 

0 

0 

No of guardrooms 

1 

2 

1 

4 

1 

0 

0 

0 

No alarm System 

2 

10 

2 

6 

1 

0 

0 

0 


T3.16.3 


Employees: Security Services and Property Maintenance 

Job Level 

2013/2014 

2014/2015 

Employees 

No. 

Posts 

No. 

Employees 

No. 

Vacancies (fulltime 
equivalents) 

No. 

Vacancies (as a 
% of total posts) 

% 

0-3 

1 

1 

1 

1 

1 00% 

4-6 

0 

4 

0 

4 

100% 

7-9 

30 

75 

35 

40 

53% 

10 - 12 

0 

0 

0 

0 

0% 

13 - 15 

0 

0 

0 

0 

0% 

16 - 18 

0 

0 

0 

0 

0% 

19-20 

0 

0 

0 

0 

0% 

Total 

31 

80 

36 

45 

56% 

T 3.16.4 


The Division Security Services’ chaiienges are that of shortage of staff to protect other units of Setsoto. There 
is aiso high rate of theft and burgiary at municipai stores. The division is responsibie for coordination of 
Section 4 meetings, where stakehoiders are pianning to hoid marches. Municipaiity is participating at Cross 
Border Crime Prevention Forum, Ciuster Joints and Security Managers Forum. 

The Division has conducted security criminai checks before interviews for aii posts fiiied during the financiai 
year under review. As of Aprii 2015, the Division was tasked to ensure Properties maintenance which was the 
responsibiiity of the Pianning Division in the Engineering Services. The foiiowing maintenance and repairs 
were done. 

- Renovation of Caretaker house at Caravan Park in Ficksburg 

- Giazing and instaiiation of wire-mesh burgiars at EE Monese haii and Park stores in Senekai 

- Renovations made at Caravan Park Caretaker house in Senekai 

- Construction of a ramp at Mapenyadira haii 

- Buiit of guard room at Meqheieng Municipai offices 

- Construction of concrete siap at Flead Centre. 

- 2015 the new air-conditioners were instaiied in the Councii Chambers and Municipai Manager’s boardroom 
in Ficksburg, as the air corn system was not working 

- The renovations of the Municipai offices in Matwabeng was not compieted during 201 3/201 4 financiai year, 
and the matter is stiii outstanding. Provision must be made for the outstanding work in future 

T 3.16.7 
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3.18 Sports and Recreation 

This component inciudes: sports fieids; sports haiis; stadiums and swimming poois. 


Introduction to Sport and Recreation 

Sport and Recreation Unit main objective is to advocate and activeiy invoive community in Sport and 
recreation activities, whiie promoting heaithy and active iifestyie. The unit is responsibie for enabiing a 
conducive environment for the deveiopment of sports in Setsoto by invoiving the sports ioving 
communities. 

The unit faciiitates Sports, Recreation, Arts and Cuiture activities for the community of Setsoto in 
consuitation with the Sports Counciis, Thabo Mofutsanyana District Municipaiity, Department of Sports, 
Arts, Cuiture and Recreation in the Free State as weii as Department of Sports at the Nationai ievei. 

T 3.18.0 


Sports, Arts, Culture and Recreation Data 

Details 

2013/2014 

2014/2015 

2015/2016 

Actual 

No. 

Estimate 

No. 

Actual 

No. 

Estimate No. 

Approved Sports and Recreation Poiicy 

0 

1 

1 

1 

Number of tournaments hosted 

8 

8 

6 

6 

Number of functionai Sports and recreationai 
counciis estabiished 

4 

4 

4 

4 

T3.18.1 
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Sport and Recreation Policy Objectives Taken From IDP 

Service Objectives 
(i) 

Outline Service Indicators 
(ii) 

2013/2014 


2014/2015 

2015/2016 

2016/2017 

2017/2018 

Target 

(iii) 

Actual 

(iv) 

Target 

(V) 

Target 

(Vi) 

Actual 

(vii) 

Target 

(viii) 

Target 

(ix) 

Target 

(X) 

Development of multi- 
purpose sport 
stadium. 

Multi-purpose sport stadium 

0 

0 

0 

1 

1 

0 

0 

0 

Develop Sports 
Development policy 

Approved Sports 
Development policy 

0 

0 

0 

1 

1 

1 

1 

1 

Establishment of 
sports and recreation 
councils 

Functional sports and 
recreation councils 

0 

5 

0 

4 

4 

5 

5 

5 

Sports Development 
meetings 

No of meetings held with 
sports council 

4 

8 

4 

2 

6 

8 

8 

8 

Mass participation 
programmes/ games 

No of sports tournaments 
held 

6 

8 

6 

2 

6 

6 

6 

6 

Capacity workshop for 
sports councils 

No of capacity workshops 
held 

0 

4 

0 

2 

0 

4 

2 

4 

T3.18.2 
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Employees: Sports and Recreation 

Job Level 

2013/2014 

2014/2015 

Employees 

No. 

Posts 

No. 

Employees 

No. 

Vacancies 

(fulltime 

equivalents) 

No. 

Vacancies (as a % of 
total posts) 

% 

0-3 

0 

0 

0 

0 

0% 

4-6 

1 

1 

1 

0 

0% 

7-9 

0 

2 

0 

2 

100% 

10-12 

0 

0 

0 

0 

0% 

13-15 

0 

0 

0 

0 

0% 

16-18 

0 

0 

0 

0 

0% 

19-20 

0 

0 

0 

0 

0% 

Total 

1 

3 

1 

2 

67% 

T 3.18.3 


Financial Performance Year 2014/2015: Sports & Recreation Services 

R'OOO 

Details 

2013/2014 

2014/2015 


Actual 

Original 

Budget 

Adjustment 

Budget 

Actual 

Variance to 
Budget 

Total Operational Revenue 

0 

0 

0 

0 

0% 

Expenditure; 






Employees 

0 

0 

0 

0 

0% 

Repairs and Maintenance 

0 

0 

0 

0 

0% 

Other 

0 

0 

0 

0 

0% 

Total Operational 
Expenditure 

0 

0 

0 

0 

0% 

Net Operational 

Expenditure 

0 

0 

0 

0 

0% 

T3.184 


Capital Expenditure Year 2014/2015: Sports and Recreation 


R' 000 


Capital Projects 

Year 2014/2015 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance from 
original 
budget 

Total 

Project 

Value 


Capital Project: Meqheleng Sports Stadium is implemented by PMU in Engineering Services( for 
report refer to PMU) 


T3.18.6 
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The unit is working under severe budget constraints with iimited and vandaiised sports faciiities, it 
has been working with the Department of Sports, Arts, Cuiture and Recreation in the Province. 
The pianned meetings with sports counciis were not successfuiiy heid, as there was a reiuctance 
from certain federations to participate, citing their dissatisfactions with the sports councii, which its 
time of office has iapsed. A Sports and Recreation poiicy was deveioped to guide the 
municipaiity on sports and recreations deveiopment and it was adopted by Councii. 

The unit managed successfuiiy to host boxing tournament in Ficksburg and Senekai, Motiaiepuia 
Ntsaia Schoois Soccer tournament, Mayorai sports tournament in Ciocoian. The municipaiity aiso 
assisted an athiete from Meqheieng to compete at Internationai Body buiiding in Korea and other 
at South African WW Championship. Another athiete was assisted to participate in the Two 
Oceans marathon in Cape Town. The Dance dub from Meqheieng was aiso assisted to 
participate at the Nationai Dance competitions. 

The Municipaiity won the Thabo Mofutsanyana District Municipai Community Sports award for 
best performing municipaiity during the OR Tambo games 2014. A young athiete from 
Meqheieng, Simon Marothoii won the best boxing coach for Thabo Mofutsanyana District boxing 
team. A grant from LOTTO was used to upgrade the paviiion and abiution faciiities at Flennie de 
Wet Park in Ficksburg. 

T 3.1 8.7 
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3.19 Fire and Disaster Management 


Introduction to Fire Services and Disaster Management 

The Fire Brigade Service main objective is to save iives, protect property and to provide reiief 
during and or after the incident of disaster had occurred, which wiii be deciared by the Provinciai or 
Nationai Authority. 

The Disaster Management function is to proper coordinate effective respond, recovery, 
rehabiiitation, risk assessment, institutionai arrangements and measure of mitigation in reiation to 
disaster incidents 

T3.16.1 


Fire Service and Disaster Management Data 


Details 

2013/2014 

2014/2015 

2015/2016 

Actual No. 

Estimate No. 

Actual No. 

Estimate No. 

1 

Tobl fires attended in the year 

228 

0 

134 

0 

2 

Total of other incidents attended in the year 

198 

0 

252 

0 

3 

Average turnout time - urban areas 

0 

0 

0 

0 

4 

Average turnout time - rural areas 

0 

0 

0 

0 

5 

Fire fighters in post at year end 

1 

1 

1 

0 

6 

Total fire appliances at year end 

3 

3 

2 

3 

7 

Average number of appliance offthe road during the year 

0 

1 

1 

0 

T 3.16.2 
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Fire Service and Disaster Management Policy Objectives Taken From IDP 


Service Objectives 

(i) 

Outline Service Indicators 

(ii) 

2013/2014 

2013/2014 

2014/2015 

2015/2016 

2016/2018 

2017/2018 

Target 

(iii) 

Actual 

(iv) 

Target 

(V) 

Target 

(Vi) 

Actual 

(vii) 

Target 

(viii) 

Target 

(ix) 

Target 

(X) 

To provide effective and efficient 

Fire Services 

Number of Risk Assessment 

4 

4 

4 

4 

5 

4 

4 

4 

No of inspections conducted 

50 

72 

50 

50 

45 

0 

0 

0 

No of emergencies / accident attended to 

0 

198 

0 

0 

252 

0 

0 

0 

No of fires 

0 

228 

0 

0 

134 

0 

0 

0 

To provide effective and efficient 

Fire Services 

No of incident/ Disaster reported and attended 

0 

0 

0 

0 

0 

0 

0 

0 

No of public awareness conducted 

6 

2 

6 

6 

12 

6 

6 

6 

No of fora established 

0 

0 

0 

4 

2 

4 

4 

4 

No of store room allocated 

0 

0 

0 

1 

1 

1 

1 

1 


Second objective was supposed to be for disaster not fire services as captured in the SDBIP T 3.19.3 
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Employees: Fire Services and Disaster Management 

Job Level 

2013/2014 

2014/2015 

Employees 

No. 

Posts 

No. 

Employees 

No. 

Vacancies 

(fulltime 

equivalents) 

No. 

Vacancies (as a % of total 
posts) 

% 

0-3 

1 

2 

0 

1 

50% 

4-6 

1 

2 

2 

1 

50% 

7-9 

0 

0 

0 

0 

0% 

10-12 

0 

0 

0 

0 

0% 

13 - 15 

0 

20 

0 

20 

1 00% 

16-18 

0 

0 

0 

0 

0% 

19-20 

0 

0 

0 

0 

0% 

Total 

2 

24 

2 

22 

92% 

In terms of the approved Organisational Structure, the Disaster Coordinator is at post level 2, whilst the official appointed as 

Disaster Coordinator is paid at level 4 and the other official’s appointed as Fire and Disaster Management Officer which is not in 
the structure 

T3.16.4 




Fire services do not have adequate resources to respond to incidents, currentiy the unit has one personnei, 
and it mainiy depended on Traffic Officers and Disaster Coordinator to respond during fire incidents. 

The Division and the Environmentai Intern have been conducting pubiic awareness as measure of 
mitigations in reiation to any Disaster incident that may occur, inciuding the measures that community 
members shouid adhere to. The Disaster Forum was aiso estabiished, which is assisting in coordinating the 
reievant stakehoiders on fire. 


114 




Fire Services is assisted by Traffic Officers and Disaster Coordinator to extinquish fire on ad hoc basis. The 
equipment is obsoiete that it cannot meet the required standard to fight fire, and we cannot even measure 
the turnaround time as required. During the financiai year under review the Municipaiity impiemented a fire 
iearnership where thirty eight (38) beneficiaries were enroiied. But due to financiai constraints, those 
beneficiaries are not incorporated within the strucure. 

Municipaiity is assisting communities by repiacing their temporary sheiters in case of fire incidents and 
where such victims are indigent. The municipaiiity participates in the Fire and Disaster fora at District and 
Provinciai ievei. As per iegisiative requirements, the municipaiity assess the security compiiance at aii 
activities heid in our area, such as Cherry Jazz Fetivai and other events of such nature. 

T 3.19.7 


3.20 Property Maintenance and Parks 


Introduction to Property Maintenance and Parks 

Property Maintenance is covered under Security Services. During this year an amount of R568 816.00 was used to 
maintain municipal buildings. Most of the mentioned amount was for smaller type of repairs, but a contractor was 
appointed during the last quarter of this year to upgrade the offices in Matwabeng, and another contractor was 
appointed for the upgrading of the park house in Senekal. 

In coordination with the Risk Management Services of Lateral Unison, the Council's Insurer, the following buildings 
that were vandalised to such an extent that it was not assessable to the community, were upgraded to a good 
standard: 

- Caledon Park Community Hall 

- Ablution facilities at cricket/ hockey fields - Hennie de Wet Park 

- Ablution facilities and the pavilion at the sport stadium in Clocolan 

- Public toilets in Clocolan 

- Upgrading pavilion at Hennie de Wet Park 

- Renovation of Caretaker house at Caravan Park in Ficksburg 

- Glazing and installation of wire-mesh burglars at EE Monese hall and Park stores in Senekal 

- Renovations made at Caravan Park Caretaker house in Senekal 

- Public toilets Senekal 

- Construction of a ramp at Mapenyadira hall 

- Built of guard room at Meqheleng Municipal offices 

- Construction of concrete slap at Head Centre. 

The maintenance of parks, pavements, cemeteries and open area were not delivered as in the past due to a problem 
with the availability of equipment, but with the new equipment delivered during June 2014, the new season would be 
approached more positively. 

T3.20. 
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Cemeteries and Parks Policy Objectives Taken From IDP 

Service Objectives 

Outline Service Targets 

(11) 

2013/2014 

2014/2015 

2015/16 1 2016/17 

Target 

Actual 

Target 

Actual 

Target 

SCTWce Indicators 

(D 

‘Previous Year 

(111) 

(ly) 

‘Previous Year 

(y) 

‘Current Year 

m 

m 

‘Current Year 

(Yiii) 

‘Current Year 

m 

*Fo!lovi/ing Year 
(X) 

Service Objective 

To provide and maintain cemeteries 

Number of graves provided 

0 

1426 

1426 

0 

1103 

1200 

1320 

1452 


Number of cemetery registers 

8 

6 

8 

8 

5 

1 

1 

1 

To develop and maintainance of parks 

Number of developed parks 

0 

0 

0 

0 

2 

2 

2 

2 


Number of parks mainatained 

14 

14 

14 

14 

14 

16 

16 

18 












T 3.12.2 
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Employees: Parks and Cemeteries 

Job Level 

2013/14 

2014/2015 

Employees 

No. 

Posts 

No. 

Employees 

No. 

Vacancies (fulltime 
equivalents) 

No. 

Vacancies (as a % of 
total posts) 

% 

0-3 

0 

1 

0 

1 

100% 

4-6 

4 

6 

2 

4 

67% 

7-9 

4 

7 

4 

3 

43% 

10-12 

4 

9 

4 

5 

56% 

13-15 

25 

27 

25 

2 

7% 

16-18 

49 

64 

49 

15 

23% 

19-20 

0 

0 

0 

0 

0% 

Total 

86 

114 

84 

30 

26% 

The statistics include employees from Parks, Cemeteries, Swimming pools and halls T 3.12.4 


The fencing of most of the cemeteries were done with aiiocation of funds from MIG. This project 
was finaiised during the year. At present no further projects are pianned due to funding. The 
existing cemeteries are iacking in basic services iike toiiet faciiities, roads, storm water and water. 
These must be in the future pians of the Councii. 

The buiiding of the sport stadium in Meqheieng under the MIG grants are coming to a dose after 
three (3) years. The chaiienge is that some of the items were removed from the biii of quantities 
due to the avaiiabiiity of funding, of which the fiood iighting is the most important item removed. 

The aiiocation of funds by EPIP by the Department of Environmentai Affairs for the deveiopment of 
parks started in Ciocoian and Moemaneng. The Department is taking responsibiiity of these 
projects by appointing their own impiementers. This project to be finaiised by December 2015. 

An aiiocation from LOTTO was used to upgrade the paviiion and abiution faciiities at Hennie de 
Wet Park in Ficksburg. 

The maintenance of parks, pavements and open area were not deiivered as in the past due to a 
probiem with the avaiiabiiity of equipment, but with the new equipment deiivered during June 2014, 
the new season wouid be approached more positiveiy. 

T3. 20.7 


117 


Component F: Corporate Policy Offices and Other Services 


3.21 Introduction to Corporate Policy and Other Services 

The Corporate Services Department comprises of Administration and Support Services Division, Human 
Resources Management Division, Human Resources Deveiopment Division, Payroii Administration 
Division, Legai Services Division and Fieet Management Division. 

The Departmentai mandate is derived from the IDP under the Key Performance Areas; Organisationai 
Deveiopment and Transformation as weii as Good Governance and Pubiic Participation. However, 
Payroii and Fieet Management Divisions were oniy estabiished in February 2014 and in December 2014 
respectiveiy, as a resuit, there were no SDBIP for these divisions due to the fact that even the IDP did 
not incorporate them. Therefore, the report oniy taiks to the 2015/2016 SDBIP. 

T 3.21.0 


Introduction to Administration and Council Support 

The Administration and Support Services Division is iinked to the IDP’s Performance Areas of Good 
Governance and Pubiic Participation. The Division is responsibie to provide an effective and efficient 
Administration and Support Service through Committee Services, Records Management and Admin & 
Support which inciude Teiecommunication and Reprographic Equipment Management, Cieaning of 
Offices and Reception Services. 

T3.21.1 


Service Statistics for Administration and Support Service 

Details 

2013/2014 

2014/2015 

2015/2016 

Actuai Number 

Estimate Number 

Actual Number 

Estimate Number 

Number of Year Plan 
for 2014 Compiled 

2 

1 

1 

1 

Number of Agendas 
for Executive 

Committee Meetings 

17 

12 

18 

12 

Number of Minutes for 
Executive Committee 
Meetings 

16 

12 

18 

12 

Number of Agendas 
for Council Meetings 

9 

4 

8 

4 

Number of Minutes for 
Council Meetings 

9 

4 

8 

4 

Number of Reports of 
absenteeism prepared 
and submitted 

6 

4 

4 

4 

Number of disposal 
authorities received 

0 

1 

1 

1 

Number of reports of 
documents disposed 

0 

1 

1 

1 

Report of documents 
transferred 

0 

1 

0 

1 

Number of 
presentations 

0 

2 

1 

1 

Number of reviews of 
remittance register 

4 

4 

5 

4 

Number of new 

0 

2 

1 

2 



telephone systems 
installed 





Number of 
circulations. 

12 

12 

12 

12 

Number of deductions 
lists submitted. 

12 

12 

12 

12 

Number of 

Stakeholder 

presentations 

arranged 

2 

8 

12 

4 

Number of Bylaws 
Promulgated 

0 

2 

2 

4 

Number of monthly 
inspections reports 
(manager) 

12 

12 

12 

12 

T3. 21.2 
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Administration and Support Service Objectives Taken From iDP 

Service Objectives 

(i) 

Outiine Service indicators 
(ii) 

2013/2014 

2013/2014 

2014/2015 

2015/20 

16 

2016/2017 

2017/2018 

Target 

(iii) 

Actual 

(iv) 

Target 

(V) 

Target 

(Vi) 

Actual 

(vii) 

Target 

(viii) 

Target 

(lx) 

Target 

(X) 

Effective 

Administration and 
Support Services 
Systems 

No of Year Plan for 201 4 Compiled 

1 

2 

1 

1 

1 

1 

1 

1 

No of Agendas for Exco Meetings 

12 

17 

12 

12 

18 

12 

12 

12 

No of Minutes for Exco Meetings 

12 

16 

12 

12 

18 

12 

12 

12 

No of Agendas for Council Meetings 

4 

9 

4 

4 

8 

4 

4 

4 

No of Minutes for Council Meetings 

4 

9 

4 

4 

8 

4 

4 

4 

No of Reports of absenteeism prepared and 
submitted 

4 

6 

4 

4 

4 

4 

4 

4 

No of disposal authorities received 

0 

0 

0 

1 

1 

1 

0 

0 

No of reports of documents disposed 

0 

0 

0 

1 

1 

1 

1 

1 

Report of documents transferred 

0 

0 

0 

1 

0 

1 

0 

0 

No of presentations 

0 

0 

0 

2 

1 

1 

1 

1 

No of reviews of remittance register 

4 

4 

4 

4 

5 

4 

4 

4 

No of new telephone systems installed 

0 

0 

0 

2 

1 

2 

1 

1 

No of circulations. 

12 

12 

12 

12 

12 

12 

12 

12 

No of deductions lists submitted. 

12 

12 

12 

12 

12 

12 

12 

12 

Effective 
Administration and 
Support Services 
Systems 

No of Stakeholder presentations arranged 

9 

2 

9 

8 

12 

4 

4 

4 

No of Bylaws Promulgated 

1 

2 

1 

2 

2 

4 

2 

2 

No of monthly inspections reports 
(manager) 

12 

12 

12 

12 

12 

12 

12 

12 

T3.2f.3 
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Employees: DCS and Administration and Council Support Service 

Job Level 

2013/2014 

2014/2015 

Employees 

No. 

Posts 

No. 

Employees 

No. 

Vacancies (fulltime 
equivalents) 

No. 

Vacancies (as a % 
of total posts) 

% 

0-3 

2 

2 

2 

0 

0% 

4-6 

4 

3 

1 

2 

67% 

7-9 

4 

12 

6 

6 

50% 

10-12 

10 

12 

7 

5 

42% 

13-15 

24 

26 

24 

2 

8% 

16-18 

0 

0 

0 

0 

0 

19-20 

0 

0 

0 

0 

0 

Total 

44 

55 

40 

15 

27% 

T 3.21 .4 


Financial Performance Year 2014/2015: Administration and Support Service 

Details 

2013/2014 

2014/2015 

Actual 

Original Budget 

Adjustment 

Budget 

Actual 

Variance 
to Budget 

Total Operational Revenue 

5 298 

13 776 440 

13 776 490 

42 026 

-32 681% 

Expenditure: 

Employees 

10 167 294 

7 295 094 

7 295 094 

6 603 363 

-10% 

Repairs and Maintenance 

45 103 

543 000 

400 500 

261 342 

-108% 

Other 

4 661 842 

5 900 683 

5 471 418 

4 439 530 

-33% 

Total Operational Expenditure 

14 874 239 

13 738 777 

13 167 012 

1 1 304 235 

-22% 

Net Operational Expenditure 

14 868 941 

-37 663 

-609 478 

1 1 262 209 

1 00% 

T 3.21 .5 


Capital Expenditure Year 2014/2015: Administration and Support Services 

Capital Projects 

2014/2015 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance from 
original budget 

Total 

Project 

Value 

Total All 

37 663 

130 000 

128 149 

71% 


Furniture and Equipment 

37 663 

130 000 

128 149 

71% 

128 149 

T 3.21 .6 


The Administration and Support Services is committed to performance of the Institution and this is 
refiected in the achievement of the targets set for the third quarter of 2014/2015. With the 
impiementation of the new organogram from 1 Juiy 2014 and the movement of staff to other divisions, 
we were operating with a supervisory ievei vacancy rate of 66% and ciericai vacancy rate of 46%. 

This definiteiy impact towards effectiveness of the division. 

In respect of targets not achieved, a presentation was arranged with Provinciai Archivist to visit our 
offices for a session to Managers, however due to other programs of Budget and IDP the date had to 
be canceiied and then due to other training programs aiso impacting in the 4**^ quarter the date was not 
rescheduied. This presentation has however been reviewed and wiii take piace in 2015/2016 financiai 
year. 

Another target not achieved was in reiation to documents transferred to Provinciai Archives after the 
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A20 period has lapsed. We had embarked on a project of processing all archival records, sorting of 
archives stores, listing and packing of documents according to the prescripts. We also identified 
records for disposal and obtained the relevant disposal authorities and the disposal process unfolded. 
Here we first experienced a challenge with the purchase of a shredder which was delayed for a period 
of 4 months in total. 

Once received disposals continued however continuous submission of documents from other 
departments as well as the financial documents which were not categorized in accordance with the 
Schedule of Records other than Correspondence impacted to finalization. We requested assistance 
from Finance to identify the correct classifications but this was not ongoing assistance. We are 
however continuing with the process and it also is included in 2015/2016 SDBIP. 

The installation of the second telephone system was not processed. The Service Provider - Nashua 
Mobile had shut down and all Low Cost Routing (LCR) contracts were transferred to the three 
respective cell providers, namely Vodacom, Cell C and MTN. As a result this caused a major 
confusion between service providers and the municipality in terms of contracts and we first needed to 
get the accounts sorted before any further LCR Systems were installed. As at 30 June 2015 this 
process has not yet been completed as we are still experiencing challenges with the Cell C LCR 
contracts which were transferred to Autopage. 

Of the total 17 targets, 8 were over achieved, 6 were fully achieved and 3 were only partially achieved. 
In respect of the Budget amounts indicated above the following is to be mentioned: 

• Employee Cost reflect as underspent, however when consultation is done to determine the funded 
vacancies, we are informed that insufficient budget is available and thus posts cannot be filled 
which is not reflected in the figures. It is necessary to fully align the employee costs to the 
approved structure. 

• Repairs and Maintenance also reflect as underspent however this vote is used by property 
management and the responsibility for maintenance to buildings is in their hands. Even though 
maintenance needs at the unit office were identified and reported, no repairs we done. 

• In respect of Capital Expenditure, initial allocations of R37663 was done with an additional 
virement of R85 000.00 for the purchase of a shredder and R7337 was also provided to assist with 
shelving for salary division. The underspending was as a result of the shredder costing in the 
range of approximately R65 000.00. 

T3.21.7 


122 



3.22 Legal Services and Contract Management 


Introduction to Legal and Contracts Management 

The Legal Services and Contracts Management Division mandate is linked to the I DP Objectives and 
Key Performance Area; Good Governance. 

The Division is responsible to provide an effective and efficient Legal Services and Contracts 
Management to the entire Municipality. The services involves legal opinion and advice, labour matters, 
civil litigation and contracts management. 

T 3.22.1 


Service Data for Legal Services and Contract Management 


Details 

2013/2014 

2014/2015 

2015/2016 

Actual 

No. 

Estimate 

No. 

Actual 

No. 

Estimate No. 

1 

No of Contingent registers 

1 

1 

1 

1 

2 

No of reviews on the contingent register 

0 

4 

4 

4 

3 

Percentage of legal advice and opinions given 

100% 

100% 

1 00% 

100% 

4 

No of settied matters 

1 00% 

102 

104 

105 

5 

No of contracts Registers 

0 

12 

12 

12 

6 

Number of compilations of payment monitoring tool 

0 

1 

1 

1 

T 3.22.2 
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Legal Services and Contract Management Policy Objectives Taken From The IDP 

Service Objectives 

(i) 

Outline Service Indicators 

(ii) 

2013/2014 


2014/2015 

2015/2016 

2016/2017 

2017/2018 

Target 

(iii) 

Actual 

(iv) 

Target 

(V) 

Target 

(Vi) 

Actual 

(vii) 

Target 

(viii) 

Target 

(ix) 

Target 

(X) 

To analyse cases to determine 
contingent liability 

No of Contingent registers 

1 

1 

1 

1 

1 

1 

1 

1 

No of reviews on the 
contingent register 

0 

0 

0 

4 

4 

4 

4 

4 

To provide effective legal service to 
the Council and Administration 

Percentage of legal advice 
and opinions given 

100% 

100% 

1 00% 

100% 

1 00% 

100% 

100% 

1 00% 

To reduce and control legal costs 

No of settled matters 

100 

100 

100 

102 

104 

105 

110 

115 

To provide efficient and effective 
contract management 

Number of contract registers 

0 

0 

12 

12 

12 

12 

12 

12 

Number of compilations of 
payment monitoring tool 

0 

0 

0 

1 

1 

1 

1 

1 

T 3.22.3 
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Employees: Legal Services and Contract Management 

Job Level 

2013/2014 

2014/2015 

Employees 

No. 

Posts 

No. 

Employees 

No. 

Vacancies (fulltime 
equivalents) 

No. 

Vacancies (as a % 
of total posts) 

% 

0-3 

1 

3 

1 

2 

66% 

4-6 

0 

0 

0 

0 

0% 

7-9 

1 

2 

1 

1 

50% 

10 - 12 

0 

0 

0 

0 

0% 

13-15 

0 

0 

0 

0 

0% 

16-18 

0 

0 

0 

0 

0% 

19-20 

0 

0 

0 

0 

0% 

Total 

2 

5 

2 

3 

60% 

T 3.22.4 


Financial Performance Year 2014/2015: Legal Service and Contracts Management 

Details 

2013/2014 

2014/2015 

Actual 

Original 

Budget 

Adjustment 

Budget 

Actual 

Variance to 
Budget 

Total Operational Revenue 

0 

2 171 967 

2 1 71 967 

0 

0 

Expenditure: 

Employees 

453 908 

998 094 

998 094 

1 149 910 

13% 

Repairs and Maintenance 

0 

0 

0 

0 

0 

Other 

2 668 861 

1 164 457 

2 137 000 

2 618 836 

56% 

Total Operational Expenditure 

3 122 769 

2 162 551 

3 135 094 

3 768 746 

43% 

Net Operational Expenditure 

3 122 769 

-9 416 

963 127 

3 768 746 

1 00% 

T 3.22.5 


Capital Expenditure Year 2014/2015: Legal Services and Contract Management 

Capital Projects 

2014/2015 

Budget 

Adjustment Budget 

Actual Expenditure 

Variance from original 
budget 

Total Project 
Value 

Total All 

9416 

0 

0 

0% 


T 3.22.6 


The Legal Services and Contracts Management is committed to provide an effective and efficient 
Legal and Contract Management Services in the best interest of the Municipality. The performance is 
significantly improving despite the challenge of the Legal Manager who left the institution in the middle 
of financial year. 

The Division sits with a huge challenge of contacts not having accounts and non-payment by the other 
parties. It is thus planned in the coming financial year that there should be a payment monitoring tool 
which has been included in 2015/2016 SDBIP. 

The Division has managed to achieve its target despite the vacancy percentage of 60%. The Contract 
Management had a serious challenge as the new processes has to be developed. A Contract 
Management Policy was developed and approved by the Council and the Contract Management Plan 
as well as the Contract Procedure Manual were developed. 

On reviewing the contract it was clear that some of the contracts did not have the accounts. The 
payment monitoring tool will assist in making sure that all contract have accounts. There was a serious 
under provision on legal expenses. Despite the total expenditure of R2.6 million in legal expenses in 
the financial year 2013/2014, the legal expenses budget was reduces in the current financial year. 
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There was a salary adjustment of the then Legal Manager and the Contract Officer, but the budget on 
salaries was not adjusted. This leaves a question as to where the adjusted salary was coming from. 
There Is significant number of walk-ln advices which are provided by the division on a dally basis but 
without paper trail to serve as portfolio of evidence. 

T 3.22.7 


3.23 Human Resource Management 


3.18 Introduction to Human Resources 

During the financial year 2014/2015, the Human Resource Management Division was responsible 
for the overall management of the human resources management functions under the following key 
functions: HR Administration as well as Health and Wellness. 

T 3.23.1 


Human Resources Management Service Data 


Details 

2013/2014 

2014/2015 

2015/2016 

Actual No. 

Estimate No. 

Actual No. 

Estimate No. 

1 

Divisional meetings 

11 

12 

12 

12 

2 

Filling of critical positions as per organisational structure 

0 

45 

45 

16 

3 

Development of job descriptions 

34 

60 

41 

54 

4 

Compilation of data bank 

3 

3 

3 

3 

5 

Induction of new and existing employees 

10 

16 

16 

16 

6 

Safety risk assessments 

31 

32 

22 

16 

7 

Flealth and safety awareness workshops 

1 

4 

3 

4 

8 

Processing of injury cases 

15 

5 

5 

1 00% 

9 

Implementation of wellness programmes 

14 

20 

62 

20 

10 

Employee wellness plan 

0 

1 

0 

n/a 

11 

Administration of termination of benefits 

6 

59 

59 

1 00% 

12 

Processing of death claims 

19 

26 

26 

1 00% 

13 

Untraceable death claims 

11 

8 

3 

1 00% 

14 

Medical window period presentations 

4 

4 

4 

4 

T 3.23.2 
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Human Resources Management Policy Objectives Taken From IDP 


Service Objectives 

(i) 

Outline Service 
Indicators 

(ii) 

2013/2014 

2014/2015 

2014/2015 

2015/2016 

2016/2017 

2017/2018 

Target 

(iii) 

Actual 

(iv) 

Target 

(V) 

Target 

(Vi) 

Actual 

(vii) 

Target 

(viii) 

Target 

(ix) 

Target 

(X) 

To render effective personnel 
management system 

Number of meetings 

12 

12 

12 

12 

12 

12 

12 

12 

Number of positions filled 

0 

** 0 

0 

45 

45 

16 

100% 

100% 

Number of job 
descriptions developed 

10 

31 

10 

60 

41 

60 

60 

60 

Number of inductions 
conducted for new and 
existing employees 

3 

9 

3 

16 

3 

3 

3 

3 

To ensure that we have 
healthy and secure workforce 

Number of health and 
safety risk assessments 

4 

29 

4 

32 

16 

16 

16 

16 

Number of health and 
safety awareness 
workshops 

1 

0 

1 

4 

3 

4 

4 

4 

% / Number of cases 
managed 

15 

100% 

15 

1 00% 

5 

1 00% 

100% 

100% 

Number of wellness 
programmes conducted 

8 

13 

8 

14 

62 

20 

20 

20 

Number of approved 
terms of reference 

0 

0 

0 

1 

0 

0 

0 

0 

To ensure that all employees 
received all benefits due to 
them 

Percentage of 
terminations administered 
(previous financial year) 
against 

Number of terminations 
administered (current 
financial year 

6 

100% 

6 

1 00% 

27 

1 00% 

100% 

100% 

Percentage of death 
claims attended 

19 

100% 

19 

1 00% 

7 

1 00% 

100% 

100% 

Number of presentations 

4 

4 

4 

4 

4 

4 

4 

4 


T 3.23.3 
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Employees: Human Resources Management 

Job Level 

2013/2014 

2014/2015 

Employees 

No. 

Posts 

No. 

Employees 

No. 

Vacancies (fulltime 
equivalents) 

No. 

Vacancies (as a % 
of total posts) 

% 

0-3 

2 

3 

3 

0 

0% 

4-6 

2 

4 

1 

3 

75.0% 

7-9 

3 

10 

3 

7 

70.0% 

10-12 

0 

0 

0 

0 

0 

13-15 

0 

0 

0 

0 

0 

16-18 

0 

0 

0 

0 

0 

19-20 

0 

0 

0 

0 

0 

Total 

7 

17 

7 

10 

58.8% 

T3.23.4 


Financial Performance Year 2014/2015: Human Resources Management 

Details 

2013/2014 

2014/2015 

Actual 

Original 

Budget 

Adjustment 

Budget 

Actual 

Variance to 
Budget 

Total Operational Revenue 

343 488 

7 378 799 

7 596 239 

963 080 

-666% 

Expenditure: 

Empioyees 

2 475 521 

2 600 555 

2 600 555 

3 816 727 

32% 

Repairs and Maintenance 

0 

0 

0 

0 

0 

Other 

3 417 147 

1 352 412 

1 353 640 

1 298 308 

-4% 

Total Operational Expenditure 

5 892 668 

3 952 967 

3 954 1 95 

5 1 1 5 035 

23% 

Net Operational Expenditure 

5 549 180 

-3 425 832 

-3 642 044 

4 151 955 

1 83% 

T 3.23.5 


Capital Expenditure Year 2014/2015 : Human Resources Management 

Capital Projects 

2014/2015 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance from 
original 
budget 

Total Project 
Value 

Total All 

508 455 

1 00 000 

52 464 

-869% 


Furniture & equipment 

508 455 

1 00 000 

52 464 

-869% 

52464 

T 3.23.6 


During this financiai year the overaii performance of the division went down, which was basicaiiy as a 
resuit of transfer of staff to other departments as weii as resignation of staff, which created vacuum 
within those respective units. With regard to the submission of monthiy report during the financiai year 
201 3/201 4 the actuai number for reports was a bit high as a resuit of the HR Division was stiii having the 
components of Labour Reiations and Skiiis Deveiopment and the reports were counted per each unit. 

With the estabiishment of the Human Resources Deveiopment as weii as the Human Resources 
Management, the reporting format changed to one consoiidated report hence the reduction in number. 
On the induction of new empioyees the session were oniy counted not per individuai attending but per 
session arranged which aii in aii covered the 45 empioyees appointed. On risk assessments conducted 
the number decreased as a resuit of the resignation of the OHS Officer hence the deciine in numbers. 
Never the iess, stiii during this financiai year the division has successfuiiy impiemented the saiary 
adjustments of empioyees which were not impiemented during the iast financiai year. 
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The process of development of job descriptions has also improved, which will enable fast tracking the 
process of job evaluation during the next financial year. Appointment of the Wellness Practitioner also 
brought about change as the unit managed to handle issues related to wellness of employees diligently 
and has successfully managed to continuously encouraged employees to undergo medical aid 
screening, as well as voluntary testing. During this year employees working in the waste division were 
also provided with vaccination. The division is also proud to report that during this financial year all 
employees were registered with different provident funds, which was a challenge during the last financial 
year. 

T 3.23.7 


3.24 Human Resource Development 


Introduction to Human Resources Development 

The Human Resources Development Division is part of the Corporate Services Department. The 
Division derives its mandate from the IDP (Organisational Development). Three top services that are 
rendered by the Human Resources Development Division are: 

• To provide specialised human resources 

• Employment Equity 

• To maintain discipline and sound labour relations 
The following were achieved during the 201 4/1 5 financial year: 

Skills development: 

• The Training and Development Policy was adopted by Council in October 201 4: This led to the 
establishment of the Training and Development Committee. 

• Skills Audits were conducted and the Departments & Divisions compiled Personal 
Development Plan for the Employees. 

• The Workplace Skills Plan and Annual Training Reports were timeously submitted to Local 
Labour Forum (LLF), Council and ultimately to LGSETA. 

• Monthly Reports on the Implementation of WSP were submitted to Management and Council. 

Employment Equity 

• Employees were inducted on the Employment Equity Plan and also completed the Declaration 

Form (EEA 1). 

• The Employment Equity Plan (EEP) was timeously submitted on-line to the Department of 

Labour. 

• Reports on the implementation of EEP to achieve numeric goals were submitted monthly to 

both Management and Council. 

Discipline and sound labour relations 

• Awareness Campaign on all South African Local Government Bargaining Council (SALGBC) 
Collective Agreements and Code of Conduct. 

• More (compared to previous year 2013/14) Local Labour Forum were convened. 
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• All reported cases of misconducts were managed. 

Despite achieving the above, the following were Identified as challenges to be addressed: 

• Most PDF’s submitted by the Departments were not Inclusive of all Employees and they were 
not costed. Some Employees never attended Skills Audits process. Departments under- 
budgeted for the training of the Employees. TDC Is not convening meetings despite having 
adopted the programme of activities. 

• It was not easy to convene the Employment Equity Forum (EEF) due to the non-avallablllty of 
the members. This Is a great challenge since the compliance cannot be compromised. 

• LLF Is also experiencing the same challenge of non-avallablllty of the Members and that has 
negative Impact on the compliance to the SALGBC Main Collective Agreements. 

In order to Improve the current situation the Division will ensure the following In the next financial year: 

• Ensure that during the skills audit programme the Division/ Departments complete the PDP for 
each employee and make sure there are budget allocations for Implementation of the required 
skills. 

• Clear terms of reference should be outlined to the Members of the LLF and EEF and those 
who do not show commitments will be replaced. 

T 3.24.1 


Human Resource Development Service Data 


Details 

2013/2014 

2014/2015 

2015/2016 

Actual No. 

Estimate No. 

Actual No. 

Estimate No. 

1 

Policy Development 

0 

1 

1 

N/A 

2 

Training and Development Committee Programme 

N/A 

1 

1 

1 

3 

No. of the TDC Meetings held 

2 

12 

1 

12 

4 

No. of Skills Audit Programme to be implemented 

1 

1 

1 

1 

5 

No. of Workplace Skills Plan (WSP)submitted to the 
Management ,LLF,LGSETA and Council 

1 

1 

1 

1 

6 

No. of reports to be submitted to the Management, LLF and 
Council 

12 

12 

12 

12 

7 

No. of Annual Training Reports to be submitted to 
Management ,LLF and Council 

1 

1 

1 

1 

8 

Campaign for all Employees to complete the EEA 1 forms 

1 

1 

1 

1 

9 

Reviewed Employment Equity Policy /Plan (EEP) adopted 
/approved by Council 

1 

1 

0 

1 

10 

Programme of Activities for Employment Equity Forumf 

EEF) drafted 

1 

1 

0 

1 

11 

No. of the EEF Report to be submitted to Management, 

Local Labour Forum & Council 

4 

4 

2 

4 

12 

No. of EEP Reports to be submitted to the Management 
,EEF, LLF and Council 

12 

12 

10 

12 

13 

Acknowledgement letter from the Employment Equity 
Registrar/ Department of Labour) for submission of EEP 
Report (EEA2 &EEA4 Forms) 

1 

1 

1 

1 

14 

No. of the Awareness Campaign / Road Show to be staged 

1 

1 

1 

1 

15 

% of the Tribunals, conciliations and Arbitrations managed. 

1 00% 

100% 

100% 

1 00% 

16 

No. of reports on tribunals , Conciliations and Arbitration 
submitted to the Management and Council 

8 

12 

12 

12 

17 

No. of Local Labour Forum (LLF) Meetings to be held 

3 

12 

8 

12 

18 

No. of the Awareness Campaign to be staged 

1 

1 

1 

1 

19 

No. of Divisional Meetings held. 

3 

12 

12 

12 

T 3.24.2 
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Human Resources Development Policy Objectives Taken From IDP 

Service Objectives 
(i) 

Outline Service Indicators 

(ii) 

2013/2014 

2013/2014 

2014/2015 

2015/2016 

2016/17 

2017/2018 

Target 

(iii) 

Actual 

(iv) 

Target 

(V) 

Target 

(Vi) 

Actual 

(vii) 

Target 

(viii) 

Target 

(lx) 

Target 

(X) 

To provide 
specialized Human 
Resources 

No of Policies developed and approved 

0 

0 

1 

1 

1 

1 

1 

1 

No of Programme of Activities & Meetings for the 
Training and Development Committee drafted. 

1 

0 

1 

1 

1 

1 

1 

1 

No. of Skills Audit Programme to be implemented. 

1 

1 

1 

1 

1 

1 

1 

1 

No. of Workplace Skills Plan (WSP) submitted 

1 

1 

1 

1 

1 

1 

1 

1 

No. of reports on implementation 

12 

12 

12 

12 

12 

12 

12 

12 

No. of Annual Training Reports to be submitted to 
LGSETA 

1 

1 

1 

1 

1 

1 

1 

1 

To ensure that there 
is equity of 
opportunities for all 
employees 

No of Campaign for all Employees to complete the 
EEA 1 forms. 

1 

1 

1 

1 

1 

1 

1 

1 

No of Reviewed Employment Equity Policy /Plan 
(EEP) 

0 

0 

0 

1 

0 

1 

1 

1 

No. of the EEF Report to be submitted 

4 

0 

2 

4 

0 

4 

4 

4 

No. of EEP Reports to be submitted 

12 

12 

12 

12 

12 

12 

12 

12 

No of Acknowledgement letter signed for 
submission of EEP Report (EEA2 & EEA4) Forms 

1 

1 

1 

1 

1 

1 

1 

1 

No. of the Awareness Campaign done 

1 

1 

1 

1 

1 

1 

1 

1 

To maintain 
discipline and sound 
labour relations 
through applicable 
disciplinary 
procedures 

% of the Tribunals, conciliations and Arbitrations 
resolved / finalized 

100% 

100% 

1 00% 

100% 

1 00% 

1 00% 

100% 

1 00% 

No. of reports on submitted to the Management 
and Council. 

12 

0 

12 

12 

12 

12 

12 

12 

No. of the Awareness Campaign to be staged 

1 

1 

1 

1 

1 

1 

1 

1 

To promotion 
effectiveness and 
efficiency within the 
Human Resources 
Development 

No. of Divisional Meetings held. 

0 

0 

12 

12 

12 

12 

12 

12 

T 3.24.3 


131 


Employees: Human Resource Development 

Job Level 

2013/2014 

2014/2015 

Employees 

No. 

Posts 

No. 

Employees 

No. 

Vacancies (fulltime 
equivalents) 

No. 

Vacancies (as a % 
of total posts) 

% 

0-3 

2 

3 

2 

1 

33% 

4-6 

1 

3 

1 

2 

67% 

7-9 

1 

1 

1 

0 

0% 

10-12 

0 

0 

0 

0 

0 

13-15 

0 

0 

0 

0 

0 

16-18 

0 

0 

0 

0 

0 

19-20 

0 

0 

0 

0 

0 

Total 

4 

7 

4 

3 

43% 

T 3.24.4 


Financial Performance Year 2014/2015: Human Resource Development 

Details 

Year 2013/2014 

Year 2014/2015 

Actual 

Original 

Budget 

Adjustment 

Budget 

Actual 

Variance 
to Budget 

Total Operational Revenue 

0 

0 

0 

0 

0 

Expenditure: 

Other employees 

0 

1 336 049 

1 336 049 

1 607 532 

17% 

Repairs and Maintenance 

0 

0 

0 

0 

0 

Other 

0 

0 

9 000 

15 973 

1 00% 

Total Operational Expenditure 

0 

1 336 049 

1 345 049 

1 623 505 

18% 

Net Operational Expenditure 

0 

1 336 049 

1 345 049 

1 623 505 

18% 

T 3.24.5 


Capital Expenditure 2014/2015: Human Resource Development 


R' 000 



2014/2015 

Capital Projects 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance from 
original 
budget 

Total Project 
Value 


No capital projects implemented 

T 3.24.6 

The Training and Deveiopment Poiicy was not adopted during the first quarter. There was no Councii 
Meeting heid during the first quarter and the Councii oniy adopted the Poiicy during the second quarter 
in October 2014. The deiay in the adoption of the Training and Deveiopment Poiicy had an impact in 
the sitting of the Training and Deveiopment Committee as it was inappropriate to convene a meeting 
for a committee that does not have Terms of Reference and composition was stiii to be accepted 
through adoption of this poiicy. The non-sitting of the Empioyment Equity Forum, as a resuit of non- 
avaiiabiiity of empioyer/management deiegates, had a negative impact on the activities of the forum, 
inciuding but not iimited to: 

• Review of Empioyment Equity Poiicy 

• Joint Draft of Programme of Activities for Empioyment Equity Forum 

• Submission of Quarteriy Reports to Management and Councii 

Prior the estabiishment of Human Resource Deveiopment Division in March 2013, the reports on 
Labour was not submitted to management. The non-sitting of Locai Labour Forum (LLF) aiso had 
negative impact of targets for Locai Labour Forum. 

T 3.24.7 
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3.25 Payroll Management 


Introduction to Payroll Management 

The Payroll Administration Division derives Its mandate from IDP’s Key Performance Areas Financial 
Viability and Management and Good Governance and Public Participation. It renders the following 
services to the Municipality; 

* Generate monthly payroll 

* Do third party payments 

* Leave administration 

* Transfer payroll Into the Municipal Financial system. 

T 3.25.1 


Payroll Management Services Data 


Details 

2013/2014 

2014/2015 

2015/2016 

Actual No. 

Estimate No. 

Actual No. 

Estimate No. 

1 

Create a complete payroll. Generate salary advises. 

891 

899 

990 

996 

2 

Create a complete third party file. 

153 

155 

145 

155 

3 

To Administer personnel leave applications. The 
capturing and filing of leave vouchers. 

856 

887 

955 

961 

T 3.25.2 


Payroll Management 

Service Objectives 

(i) 

Outline Service 
Indicators 

(ii) 

2013/2014 

2013/2014 1 2014/2015 

2015/2016 

2016-2017 

2017/2018 

Target 

(iii) 

Actual 

(iv) 

Target 

(V) 

Target 

(Vi) 

Actual 

(vii) 

Target 

(viii) 

Target 

(ix) 

Target 

(X) 

To Administer remuneration of 
empioyees and create a 
compiete payroii. 

Create a complete 
payroll. Generate 
salary advises. 

885 

891 

885 

899 

990 

996 

1018 

1035 

To Administer remuneration of 
empioyees and create a 
compiete third party payment. 

Create a complete 
third party file. 

152 

153 

152 

155 

145 

155 

155 

155 

Leave Administration 

To Administer 
personnel leave 
applications. The 
capturing and filing 
of leave vouchers. 

851 

856 

851 

887 

955 

961 

985 

994 


T 3.25.3 
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Employees: Payroll Management 

Job Level 

2013/2014 

2014/2015 

Employees 

No. 

Posts 

No. 

Employees 

No. 

Vacancies (fulltime 
equivalents) 

No. 

Vacancies (as a % of 
total posts) 

% 

0-3 

2 

2 

2 

0 

0% 

4-6 

1 

1 

1 

0 

0% 

7-9 

1 

2 

1 

1 

50% 

10-12 

0 

0 

0 

0 

0 

13-15 

0 

0 

0 

0 

0 

16-18 

0 

0 

0 

0 

0 

19-20 

0 

0 

0 

0 

0 

Total 

4 

5 

4 

1 

20% 

T 3.25.4 


Financial Performance Year 2014/2015 : Payroll Management 

Details 

2013/2014 

2014/2015 

Actual 

Original Budget 

Adjustment 

Budget 

Actual 

Variance to Budget 

Total Operational Revenue 

189 600 

222 000 

0 

0 

1 00% 

Expenditure: 

Employees 

1 686 715 

1 559 755 

0 

1 451 607 

93% 

Repairs and Maintenance 

0 

0 

0 

0 


Other 

0 

529 231 

0 

0 

1 00% 

Total Operational Expenditure 

1 686 715 

2 088 986 

0 

1 451 607 

-69.49% 

Net Operational Expenditure 

1 497 115 

1 866 986 

0 

1 451 607 

77.75% 

T 3.25.5 



The Payroll operating budget were part of the Human Resource budget for the 2014/2015 financial 
year. The new financial year 201 5/201 6 make provision for the Payroll as a division on Its own. The 
Payroll Administration Is committed to perform within the Institution constitution and this Is reflected In 
the achievement of the targets set for the financial year 201 4/201 5. All employees were paid on the 
25**^ of each month without any challenges. All third parties were paid up to date any no penalties or 
none compliance were reported against Setsoto Municipality for the financial year. 

Payroll achieved to meet all targets with activities and reports were submitted for the financial year 
2014\2015. All employees leave records are captured on the payroll system and kept safe for audit 
and enquiry purposes. The VIP system Is been reprogrammed tjy the service provider VIP Pretoria 
and ready for final testing to be SCOA complained for the financial year 201 5\201 6. 

T 3.25.7 
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3.26 ICT, Communications & CRM 

This component includes: Information Communication Technologies, Communications & Customer 
Relations Management Services. 


introduction to iCT, COMMUNiCATiONS & CRM SERViCES 

The municipality is committed to providing a reliable and sustainable ICT environment that supports its 
goals and objectives, as defined in the Integrated Development Plan. The ICT Section is within the 
office of the Municipal Managers department and is mainly linked to the IDP objective and key 
performance area off Good Governance & Public Participation. 

To ensure improved and accurate billing of services, the municipality has installed a new financial 
billing system. The new billing systems has been rolled out to all departments in order to improve 
service delivery. The ICT polices has been reviewed in order to comply with various legislations and 
standards that govern information technology. 

The ICT Disaster Recovery Plan has been reviewed and a Disaster Recovery Server is setup to 
mitigate any risks in the event of a disaster. A three year Master Systems Plan (MSP) has been 
compiled and this will be reviewed annually. 

T 3.26.1 


Service Statistics for iCT, Communications & Customer Reiations Management 

1C Services can be classified into three categories; Application Development, Technical Services and 

Enterprise Programmes. 

(a) In terms of Application Development, application programmes are provided that not only match the 
user directorates exact needs, but allow all such directorates to utilise these application 
programmes in achieving their specific objectives as set out in the IDP, harmoniously, efficiently 
and timeously. 

(b) In terms of Technical Services, the hardware infrastructure that enables all directorates to 
electronically communicate both internally and externally, are provided and maintained. 

(c) In terms of Enterprise Programmes, all new requirements identified by the various directorates 
within the Municipality are researched and developed, in conjunction with Application Development 
and Technical Services functions. 

T 3.26.2 
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ICT, Communications & CRM Poiicy Objectives Taken From IDP 

Service Objectives 

Outline Service Targets 

(ID 

2103/2014 

2014/2015 

2015/2016 1 2016/2017 

Target 

Actual 

Tare 

jet 

Actual 


Target 


_ ■ Service Indicators 

(!) 

•Previous Year 

(ID) 

(|v) 

•Previous Year 

(Y) 

•Current Year 

(YD 

JyDL 

•Current Year 

(YDD 

•Current Year 

(DD 

•Following 

Year 

(X) 

Service Objective 

To conduct IT systems compatibility analysis. 

Number of Reports. 

1 

1 

1 

1 

1 

1 

1 

1 

To produce email/internet maintenance reports. 

Number of Reports. 

4 

4 

4 

4 

4 

4 

4 

4 

To produce security reports on systems to ensure a 

secure I.T. environment. 

Number of Reports. 

4 

4 

4 

4 

4 

4 

4 

4 

To co-ordinate the IT Steering Committee 
Meetings. 

Number of Agendas. 

4 

4 

4 

4 

4 

4 

4 

4 

Number Of Minutes. 

4 

4 

4 

4 

4 

4 

4 

4 

To prov ides IT support to user-base 

% of support provided within 3 days. 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

To ensure that compliance with section 75 of the 

MFMA 

7o of Website updates done within 3 days. 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

100% 

Disaster Recov ery Serv er - Cibecs Software 

Nu mber of Licenses 

0 

0 

0 

120 

0 

120 

0 

0 

Additional Network Points in offices 

Number Of Points implemented 

0 

0 

0 

60 

0 

60 

0 

0 

To comply with Microsoft licensing 

Number of License Agreements reviewed. 

100 

100 

100 

no 

no 

ISO 

200 

220 

T 3.27.3 
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Employees: ICT, Communciations & CRM 

Job Level 

2013/2014 

2014/2015 

Employees 

No. 

Posts 

No. 

Employees 

No. 

Vacancies (fulltime 
equivalents) 

No. 

Vacancies (as a %of 
total posts) 

% 

0-3 

1 

1 

1 

1 

100% 

4-6 

1 

2 

0 

2 

100% 

7-9 

0 

0 

0 

0 

0% 

10-12 

0 

1 

0 

1 

100% 

13-15 

0 

0 

0 

0 

0% 

16-18 

0 

0 

0 

0 

0% 

19-20 

0 

0 

0 

0 

0% 

Tolal 

2 

4 

1 

4 

100% 

T3.27.4 


Financial Performance 2014/2015: ICT, Communications & CRM Services 

Details 

2013/2014 

2014/2015 

Actual 

Original Budget 

Adjustment 

Budget 

Actual 

Variance to 
Budget 

Total Operational Revenue 

1504182 

1804945 

1785341 

1468395 

-23% 

Expenditire: 






Employees 

454636 

735887 

735887 

750560 

2% 

Repairs and Maintenance 

0 

0 

0 

0 

0% 

Other 

1049546 

1069058 

1049454 

717836 

-49% 

Total Operational Expenditure 

1504182 

1804945 

1785341 

1468395 

-23% 

Net Operational Expenditure 

0 

0 

0 

0 

0% 

T 3.27.5 


Capital Expenditure Year 0: ICT, Communications & CRM Services 

Capital Projects 

YearO 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance from 
original budget 

Total Project 
Value 

Total All 

250000 

0 

250800 

0% 








Disaster Recovery Server - CIbecs 

100000 

0 

0 

100% 


Additional Network Points in offices 

150000 

0 

0 

100% 


Review Of Volume License Agreement 

250000 

0 

250800 

0% 

250800 


T 3.27.6 
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The ICT Capital Projects in the institution relate to Application Software licensing. Due to time 
constraints the two projects which was tabled for the financial year 2014/2015 could not be achieved. 
These projects have to go on a tender process and will be tabled in the new financial year. The 
division is striving to ensure efficient operation of information technology within the municipality. 

T3.26.7 


3.27 Asset Management 


Introduction to Assets Management 

The goal of asset management is to achieve the required level of service delivery in the most cost- 
effective manner, which is achieved through management of the asset’s life cycle. Service level needs, 
identified in the I DP process (these shall drive asset management practices and decision making. 

Asset management plans that are an integral part of the municipal planning process. 

Asset acquisition decisions that are based upon the evaluation of alternatives, including demand 
management. Defined responsibility and accountability for performance, safe custody and use. 

Disposal decisions based upon an analysis of disposal options, designed to achieve the best possible 
return for the municipality and made in accordance with the provisions of the MFMA. 

T 3.27.1 
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Asset Management Policy Objectives Taken From IDP transalated into Assets Management Division's SDBIP 

Service Objectives 

Outiine Service Targets 

2013/14 

2014/15 

2015/16 

2016/17 



Target 

Actuai 

Target 

Actuai 

Target 

^ — — Service Indicators 

(i) 

(ii) 

‘Previous 

Year 

(iii) 

(iv) 

‘Previous 

Year 

(V) 

‘Current 

Year 

(Vi) 

(vii) 

‘Current 

Year 

(viii) 

‘Current 

Year 

(ix) 

‘Foiiowing 

Year 

(X) 


Elfective asset management 

% of GRAP standards complied with. 

90% 

90% 

90% 

90% 

100% 

100% 

100% 

100% 

To implement and resolve Propac resolutions 

The number of PROPAC resolutions taken and 
implemented 

1 

1 

1 

1 

1 

1 

1 

1 

Regular asset verification 

Number of verification conducted 

4 

4 

4 

4 

4 

4 

4 

4 

Create and maintain asset register 

Number of asset register updated. 

12 

12 

12 

12 

12 

12 

12 

12 

Generate accurate and reliable reports on the assets status 

Number of reports generated 

12 

12 

12 

12 

12 

12 

12 

12 

Reconciliation of assets 

Number of reconciliations 

12 

12 

12 

12 

12 

12 

12 

12 

Ensure elfective communication 

% of auditquesries answered 

70% 

85% 

70% 

90% 

100% 

90% 

90% 

90% 

Effective implementation of3 key control measures 

Number of key control reports generated 

12 

12 

12 

12 

12 

12 

12 

12 

Asset management policy review 

Reviewed and approved assest management 
policy 

1 

0 

1 

1 

1 

1 

1 

1 

Develop management strategy for assets 

Number of consultation 

0 

0 

0 

1 

1 

1 

1 

1 

Update assetrisk register regularly 

% ofrisk reported and mitigated 

90% 

100% 

90% 

90% 

100% 

90% 

90% 

90% 
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Employees: Asset Management Division 


Year-1 

YearO 

Job Level 

Employees 

Posts 

Employees 

Vacancies 

(fulltime 

equivalents) 


Vacancies (as a % 
of total posts) 


No. 

No. 

No. 

No. 


% 


0-3 

2 

2 

2 

0 

0% 

4-6 

0 

2 

2 

2 

100% 

7-9 

4 

6 

4 

2 

33% 

10-12 

0 

0 

0 

0 

0% 

13-15 

0 

0 

0 

0 

0% 

16-18 

0 

0 

0 

0 

0% 

19-20 

0 

0 

0 

0 

0% 

Total 

6 

10 

8 

4 

40% 

Totals should equate to those Included In the Chapter 4 total employee schedule. Employees and Posts numbers are as at 30 June. 


Financial Performance Year 0; Asset Management Division 

R'OOO 


Year-1 

YearO 

Details 

Actual 

Original 

Budget 

Adjustment 

Budget 

Actual 

Variance to Budget 

Total Operational Revenue 

0 

0 

0 

0 

0% 

Expenditure: 






Employees 


1419 

1224 

1035 

-37% 

Repairs and Maintenance 


16902 

24751 

20129 

16% 

Other 


39 

10 

9 

-333% 

Total Operational Expenditure 


17469 

14964 

13640 

-28% 

Net Operational Expenditure 


17469 

14964 

13640 

-28% 

Net expenditure to be consistent with summary T 5.1.2 in Chapter 5. Variances are calculated by dividing the 
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Capital Expenditure Year 0: Asset Management Division 

R' 000 

Capital Projects 

YearO 

Budget 

Adjustmen 

t 

Budget 

Actual 

Expenditur 

e 

Variance 

from 

original 

budget 

Total 

Project 

Value 

FURNITURE AND EQUIPMENT 

28 

250,00 

222,00 

78% 






T 3.25.6 

Comment on Assets Manaqement Overall Performance; 












Capital expenditure budget amount is R250, 000, whereas the actual 
capital expenditure is R221 , 598.92, resulting in a variance of R28, 

401 (1 1 %) of total capital budget amount, which is considered to be 
inefficient as it is under-spending of capital expenditure. This indicates 
that the division has under-perform by (1 1%) during the financial year 
under review. 












Hiohliahtina What Corrective Measure Are Goinq To Be Put In 






Place Where There Is Under Performance: 


Before implementing effective asset management program, the asset 
management tasks team must have a clear understanding of the 
current state of all existing assets. This provides a baseline for on- 
going measurement, analysis, and maintenance planning and resource 
allocation. In order achieve this we need to prepare asset inventory 
and develop a condition assessment, rating system, and assessing 
remaining useful life, and determining asset values and replacement 
costs are best practices In determining the current state of all your 
assets. 


3.26 INTRODUCTION TO BUDGET AND FINANCIAL REPORTING 

In this report a financial snapshot was conducted to assess the financial performance of the financial 
year as at 30 June 2015. The actual organizational performance will be measured within the Service 
Deiivery and Budget Impiementation Pian for the reporting period, where performance is to be 
examined against predetermined and defined key performance areas. 

The main aim and responsibiiity (objective) of the Budget and Reporting section is to report the 
financiai position and performance of the municipaiity to Councii and Nationai Treasury timeousiy. 
These reporting are done in terms of prescribed tempiates from Nationai Treasury and to ensure that 
the accounting of transactions and financiai statements are done according to GRAP standards as 
approved and adopted. 
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Budget and Financial Reporting Service Policy Objectives Taken From IDP 

Service Objectives 

(i) 

Outline Service Indicators 

(ii) 

2013/2014 

2013/2014 

2014/2015 

2015/2016 

2015/2017 

2017/2018 

Target 

(iii) 

Actual 

(Iv) 

Target 

(V) 

Target 

(Vi) 

Actual 

(vii) 

Target 

(viii) 

Target 

(lx) 

Target 

(X) 

To resolve internal audit queries 

Number of queries answered within 5 
working days of receiving a query. 

80% 

50% 

80% 

1000% 

100% 

1 00% 

1 00% 

1 00% 

To resolve external audit queries 

Respond to external audit within the 
stipulated timeframe 

80% 

80% 

80% 

1 00% 

100% 

1 00% 

1 00% 

1 00% 

To ensure effective risk 
management 

Report on risk 

50% 

50% 

50% 

50% 

100% 

1 00% 

1 00% 

1 00% 

Budget related policies to be 
reviewed at least on a yearly basis 
and adopted. (Tariff policy, Credit 
Control and debt collection Policy, 
Indigent Policy and 

Property Rates Policy) 

To review the Budget related policies on an 
annual basis 

5 

5 

5 

5 

5 

6 

6 

6 

To implement effective Budget 
Committee 

To establish and implement effective Budget 
Committee 

0 

0 

0 

1 

1 

1 

1 

1 

Intensive training on the usage of 
votes 

To provide training to stakeholders on the 
correct usage of votes 

0 

0 

0 

4 

4 

4 

4 

4 

To compile and submit APS by 31 
August 2014 

Submission of AFS within the stipulated 
timeframe 

1 

1 

1 

1 

1 

1 

1 

1 

To compile the budget according to 
MFMA and other relevant 
legislations 

An adopted draft budget and a final budget 
to be considered by Council by end 
stipulated dates 

1 

1 

1 

1 

1 

1 

1 

1 

To compile and submit section 52 
reports of the MFMA 

To submit quarterly financial reports to 

Council 

4 

4 

4 

4 

4 

4 

4 

4 

To compile and submit section 71 
reports within 10 working days 

Submission of signed and electronic copies 
of section 71 reports to the Mayor, NT, PT 
within 10 working days 

12 

12 

12 

12 

12 

12 

12 

12 

To compile and submit the Financial 
Mid-Year performance assessment 
report 

Submission of the Mid-Year performance 
assessment budget, report on 25th January 
201 4 to Municipal council 

1 

1 

1 

1 

1 

1 

1 

1 

Implementation of SCOA pilot 
project 

To implement SCOA pilot project 

0 

0 

0 

0 

1 

1 

1 

1 

To install New Financial System 

To install new financial system 

0 

0 

0 

0 

1 

1 

0 

0 
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Employees: Budget and Reporting 

Job 

Level 

2013/14 

2014/15 

Employees 

Posts 

Employees 

Vacancies 

(fulltime 

equivalents) 

Vacancies (as 
a % of total 
posts) 

No. 

No. 

No. 

No. 

% 

0-3 

2 

3 

2 

1 

33% 

4-6 

0 

4 

1 

3 

75% 

7-9 

1 

3 

1 

2 

67% 

10 - 12 

0 

0 

0 

0 

0 

13 - 15 

0 

0 

0 

0 

0 

16 - 18 

0 

0 

0 

0 

0 

19-20 

0 

0 

0 

0 

0 

Total 

3 

10 

4 

6 

60% 
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Financial Performance 2014/2015: Budget and Reporting 

R'OOO 

Details 

2013/14 

2014/15 

Actual 

Original 

Budget 

Adjustment 

Budget 

Actual 

Variance 

to 

Budget 

Total Operational Revenue 

4 407 

1 986 

1 217 

2 308 

14% 

Expenditure: 






Employees 

1 429 

1 407 

1 347 

924 

-52% 

Repairs and Maintenance 

0 

0 

0 

0 

0 

Other 

0 

86 

1394 

287 

70% 

Total Operational Expenditure 

1 429 

1 493 

2 741 

1 211 

-23% 

Net Operational Expenditure 

-2 978 

-493 

1 524 

-1 097 

55% 

T 3.26.4 


Capital Expenditure 2014/15: Budget and Reporting 

R' 000 

Capital 

Projects 

2014/15 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance 
from original 
budget 

Total Project 
Value 

Total All 

2 300 

1 500 

417 

18% 

2 300 

Financial 

System 

2 300 

1 500 

417 

18% 

2 300 
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The section originally budget for the implementation of the new system, however the system was 
mainly implanted during the 2013/14 financial year with the effect that the smaller part of 
implementation take place during the 2014/15 financial year, resulting in the under spending of the 
original budget. Furthermore the partially implementation of SCOA during the financial year also had 
an effect. 

The division went extra mile to develop new policies that are pertinent to the establishment of a 
credible budget, which did not exist previous years, namely; Borrowing policy and Capital Infrastructure 
Investment Policy. These policies have are regarded as having great inputs on the establishment of 
the budget. Furthermore, a Five Year Long-term Financial Plan was also developed for the first time. 
This was possible after a policy which guided the development of the financial plan was also 
developed, namely: Policy on Long-term financial planning. The said Financial Plan was approved 
together with the approval of the IDP by Council on the 28 May 201 5. 


T 3.26.6 


3.29 Introduction to Expenditure Management 

In terms of the MFMA, sec 65 (c) the municipality must maintain a system of internal control in respect 
of creditors and payments to ensure that management and other personnel provide reasonable 
assurance regarding the achievement of objectives in economy, efficiency and effectiveness of 
operations and compliance with applicable laws, policies and regulations to accomplish a clean audit 
report. 

Expenditure Management is an ongoing function with the aim of improving creditor’s efficiency by 
ensuring all creditors are paid within 30 days. More than 89% of all invoices are paid within 30 days 
with only invoices that are in dispute being paid later. All statutory deductions are paid over to the 
relevant bodies within the prescribed timeframes. Instances of unauthorised, fruitless and wasteful and 
irregular expenditure were recorded. 
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Financial Service Policy Objectives Taken From IDP 

Service Objectives 
(i) 

Outline Service Indicators 

(ii) 

2013/2014 

2013/2014 

2014/2015 

2015/2016 

2016/17 

2017/2018 

Target 

(iii) 

Actual 

(iv) 

Target 

(V) 

Target 

(Vi) 

Actual 

(vii) 

Target 

(viii) 

Target 

(ix) 

Target 

(X) 

Insurance control 

Ensure that reporting is done monthly 

3 

3 

3 

12 

12 

12 

12 

12 

Effective expenditure 
management 

% of documents filled 

90% 

90% 

90% 

100% 

95% 

95% 

95% 

95% 

To ensure that 
suppliers are paid 
within 30 days 

% of suppliers paid within 30 days 

80% 

80% 

80% 

90% 

92% 

90% 

90% 

90% 

Effective expenditure 
management 

% of reconciled creditors accounts 

0 

0 

0 

90% 

83% 

80% 

85% 

85% 

Effective expenditure 
management 

Number of irregular, fruitless and wasteful 
expenditure generated. 

0 

0 

0 

12 

12 

12 

12 

12 

Effective cash outflow 
management 

Number of reports from on-line banking to be 
cleared 

0 

0 

0 

48 

48 

48 

48 

48 

Effective cash outflow 
management 

Number of reports generated on cash outflow 
projections 

0 

0 

0 

12 

12 

12 

12 

12 

Effective control 
system 

Number of reports generated 

0 

0 

0 

12 

12 

12 

12 

12 

Effective control 
system 

Number of reports produced on 5 Key controls 
to Provincial Treasury 

0 

0 

0 

12 

12 

12 

12 

12 

Effective 

communication 

% of audit queries responded to 

70% 

70% 

70% 

90% 

100% 

1 00% 

100% 

1 00% 

Control and monitor 
risk register 

Ensure that reporting is done quarterly 

90% 

90% 

90% 

90% 

90% 

90% 

90% 

90% 
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Employees: Expenditure Management Service 

Job Level 

2013/14 

2014/15 

Employees 

Posts 

Employees 

Vacancies 

(fulltime 

equivalents) 

Vacancies (as a % of 
total posts) 

No. 

No. 

No. 

No. 

% 

0-3 

2 

2 

2 

0 

0% 

4-6 

2 

4 

2 

2 

50% 

7-9 

2 

7 

3 

4 

57% 

10-12 

0 

0 

0 

0 

0% 

13 - 15 

0 

0 

0 

0 

0% 

16-18 

0 

0 

0 

0 

0% 

19-20 

0 

0 

0 

0 

0% 

Total 

6 

13 

7 

6 

46% 
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Financial Performance 2014/15: Expenditure Management Services 


R'OOO 

Details 

2013/14 

2014/15 


Actual 

Original Budget 

Adjustment 

Budget 

Actual 

Variance to Budget 

Total 

Operational 

Revenue 

0 

0 

0 

0 

0% 

Expenditure: 

Employees 


1 980 

1 865 

1989 

6% 

Repairs and 
Maintenance 

0 

0 

0 

0 

0% 

Other 

1 162 

4 859 

4401 

1725 

0% 

Total 

Operational 

Expenditure 

1 162 

6 839 

6 266 

3714 

-69% 

Net 

Operational 

Expenditure 

1 162 

6 839 

6 266 

3714 

-69% 

T 3.27.4 


Capital Expenditure 2013/14: Expenditure Management 


R’ 000 

Capital 

Projects 

2014/15 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance from 

original 

budget 

Total Project Value 

Total All 

0 

0 

0 

0% 


No capital projects Implemented 
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Overview of Supply Chain Management 

Supply Chain Management Processes are being updated on an ongoing basis to ensure full 
compliance with the MFMA and the Regulations issued under the MFMA. The SCM policy was again 
reviewed during 2013/2014. To further strengthen controls, a policy dealing with the acceptance of 
grants, donations and sponsorships was reviewed during the year. This policy will guide all SCM role- 
players relative to section 47 and 48 of the MFMA SCM Regulations. No councilors serve on any 
SCM committee. 

A total of 52 full bids and 39 formal written quotations were processed during the year under reviewed. 
The average turnaround time on the awarding of bids is 2 months. Deviations from policy must 
comply with the requirements and be reported to Council. In the limited number of cases that this 
occurred, it was for justifiable reasons and all such cases are reported to Council. The Bid 
Adjudication Committee meetings are open to the public 

Supply Chain Management Policy must be fair, equitable, transparent, competitive and cost effective 
and comply with a prescribed regulatory for municipal Supply Chain Management. 

T3. 28.0 


3. 28 Introduction to Supply Chain Management 

Our mission is to be transparent in the transactional execution, effective, efficient and cost effective in 
line with the demand and also to ensure availability of goods and services when needed in order to 
advance the service delivery 

Our vision is to be committed towards selfless, excellent and sustainable service to all service 
providers and to the community at large. 

T 3.30.1 


Service Statistics for Suppiy Chain Management 


2013/2014 

2014/2015 

2015/2016 

70% 

90% 

90% 


To implement effective acquisition management system 
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Supply Chain Management Service Objectives Taken from IDP 

Service Objectives 

Outline Service 

2013/2014 

2013/2014 

2014/2015 

2015/2016 

2016/2017 

2017/2018 


Indicators 

(ii) 









(i) 

Target 

Actual 

Target 

Target 

Actual 

Target 

Target 

Target 

(iii) 

(iv) 

(V) 

(Vi) 

(vii) 

(viii) 

(ix) 

(X) 

To improve municipal 

Percentage approved 









financial and 

with: 









administration capabilities 

Quotations - 5 days , 
Seven days - 1 2 

0% 

70% 

0% 

50% 

90% 

95% 

95% 

95% 


days, 

50% 

50% 

50% 

60% 

80% 

85% 

85% 

85% 


Bids - 90 days: 

100% 

60% 

60% 

60% 

75% 

80% 

80% 

80% 

To improve municipal 

% reduced of 

100% 

10% 

10% 

10% 

8% 

5% 

5% 

5% 

financial and 

administration capabilities 

deviations reported 









To improve municipal 

Number of approved 

1 

1 

1 

1 

0 

1 

1 

1 

financial and 

administration capabilities 

SCM Policy Manual 









To improve municipal 

Number of stock 

4 

4 

4 

4 

4 

4 

4 

4 

financial and 

administration capabilities 

takings done 









Establish a reliable 

% of Approved list of 

0% 

0% 

0%1 

1 00% 

90% 

90% 

90% 

90% 

database of preferred 
suppliers 

service providers 









Monitor and Implement 

Number of reports 

0 

0 

0 

4 

4 

4 

4 

4 

Procurement Plans 

compiled 









To improve municipal 

Percentage spending 

0 

0 

0 

70% 

40% 

70% 

70% 

70% 

financial and 

towards SMME”s 









administration capabilities 

against operational 
expenditure on 
service delivery 









To improve municipal 

Number of teams 

1 

0 

1 

1 

0 

1 

1 

1 

financial and 

administration capabilities 

established 









Establish a system of 

Number of systems 

1 

0 

1 

1 

0 

1 

1 

1 

receiving and dispatch 

developed 









To improve municipal 

Number of approved 

0 

0 

0 

1 

0 

1 

1 

1 

financial and 

administration capabilities 

inventory list 









To improve municipal 

Number of approved 

1 

0 

1 

1 

0 

1 

1 

1 

financial and 

store rectification 









administration capabilities 

plans 
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J* 


Response to audit 
queries within stipuiated 
period 

Percentage of audit 
queries responded to 

100% 

100% 

1 00% 

1 00% 

100% 

1 00% 

1 00% 

1 00% 

To capacitate SCM 
officials to be competitive 
in terms of the legislation 

Percentage of SCM 
staff competent 

0 

0 

0 

80% 

80% 

90% 

90% 

95% 

Develop sourcing 
strategy 

Approved sourcing 
strategy 

0 

0 

1 

0 

0 

1 

1 

1 

Responding and 
Implementing resolutions 
taken (PROPAC) 

The number of 
PROPAC resolutions 
taken and 
implemented 

0 

0 

0 

0 

0 

1 00% 

1 00% 

1 00% 
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Employees: Supply Chain Management 

Job Level 

2013/2014 

2014/2015 

Employees 

No. 

Posts 

No. 

Employees 

No. 

Vacancies (fulltime 
equivalents) 

No. 

Vacancies (as a % of total 
posts) 

% 

0-3 

0 

3 

0 

3 

100% 

4-6 

2 

4 

2 

2 

50% 

7-9 

7 

12 

5 

5 

42% 

10-12 

0 

0 

0 

0 

0% 

13 - 15 

0 

2 

0 

2 

100% 

16-18 

0 

0 

0 

0 

0% 

19-20 

0 

0 

0 

0 

0% 

Total 

9 

19 

7 

12 


T 3.28.4 


Financial Performance 2014/2015 - Supply Chain Management 

Details 

2013/2014 

2014/2015 

Actual 

Original Budget 

Adjustment 

Budget 

Actual 

Variance to Budget 

Total Operational Revenue 






Expenditure: 






Employees 

0 

1 384 608 

1 1 05 494 

1 147 253 

237 355 

Repairs and Maintenance 

0 

332 029 

1 59 874 

125 967 

206 062 

Other 

0 

0 

0 

0 

0 

Total Operational 
Expenditure 






Net Operational 

Expenditure 
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Capital Expenditure 2014/2015 - Supply Chain Management 


R' 000 


Capital Projects 

YearO 

Budget 

Adjustment 

Budget 

Actual Expenditure 

Variance 

from 

original 

budget 

Total Project Value 


No Capital: Projects implemented during the year under review 


With the limited level of employees that we have been operating with, in fact it was a great challenge to realise our 
mission and vision but we have strived to achieve the best with the limited resources at our disposal. The unit have 
been without the manager for the whole year, however. Efforts were made to appoint but the candidate decline the 
offer on the 1 1 hour. The race for hunting of a suitable candidate is still on. 

To improve SCM performance and to enhance relationship with the end user departments and to also address 
challenge and backlogs within the SCM, we have established Interdepartmental Relationship whereby end user 
departments are met once a month to discuss or give their inputs where SCM process frustrates them and on how 
best can those issues that directly affects them be outlined and addressed to improve service delivery. Challenges 
are that documents that are brought forth to the division to be processed within a very short space of time with 
incomplete documentation and the end user department expect the division to act within the framework; hence the 
implementation of the procurement plans will help a great deal. 
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3.29 Introduction to Revenue Management 

The Revenue Division of Setsoto Municipaiity is responsibie for various activities, the major objectives 
being biiiing for consumption, Revenue Management and Debt Coiiection. The main priority of the 
division is to ensure that the reviewed strategy approved by Councii is fuiiy impiemented. As a resuit, 
PWC was appointed to assist with the impiementation of the sound strategy. It is anticipated that, the 
project of impiementation wiii be finaiized in October 2015 

T 3.29.1 


Debt Recovery 

R' 000 


Details of the types of 
account raised and 
recovered 

2013/14 

2014/15 

2015/16 

Actuai 

for 

accounts 
biiied in 
year 

Proportion 

of 

accounts 
value billed 
that were 
collected in 
the year % 

Billed in 
Year 

Actual for 
accounts 
billed in 
year 

Proportion 

of 

accounts 
value billed 
that were 
collected % 

Estimated 
outturn for 
accounts 
billed in 
year 

Estimated 

Proportion 

of 

accounts 
billed that 
were 
collected 

% 

Property Rates 

22 122 

60% 

35 000 

43 504 

124 

38 500 

95 

Electricity - B & C 

49 898 

84% 

112 239 

108 041 

96 

81 000 

90 

Water - B & C 

9 105 

35% 

121 662 

58 828 

48 

39 500 

65 

Sanitation 

3 094 

20% 

44 902 

30 912 

69 

19 800 

75 

Refuse 

5 091 

29% 

48 325 

39 825 

82 

26 112 

85 

Other 

401 

10% 

3 034 

4 497 

148 

4 091 

90 


As per above tabie it is ciear that coiiection on property rates is performing best foiiowed by eiectricity. 
Water, sanitation and refuse are a refiection of the non-payment of basic services coupied with huge 
water iosses which are not properiy accounted for. Impiementation of the credit-controi poiicy inciuded 
50% incentive to residentiai consumers and 60% incentive to businesses who considered paying off 
arrears instead of making arrangements to repay arrear debt. 


From 1/07/2015 the incentive scheme wiii appiy to residentiai consumers oniy and that 40% incentive 
wiii written off. The credit controi process had many chaiienges which are addressed by part of the 
Revenue Enhancement Project. Focus is given to the re-training of aii credit controiiers as weii as 
training on additionai steps to be taken internaiiy to ensure increased functionaiity of the Credit Controi 
Unit. Meter readings are a chaiienge that wiii require commitment from the meter readers. Since the 
change to Munsoft the use of eiectronic meter reading devices are used to capture readings. 


This prevents the errors that might be caused by data being captured. It should be noted that revenue 
enhancement strategy could not be reviewed due to the fact that it was developed in previous year but 
could not be implemented immediately. It is only being implemented in the year under review through 
the help of PWC. The implementation project will only be finalized end of November 2016. The 
achievement is that the revenue enhancement is being implemented now. 


T 3.29.2 
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Revenue Management Policy Objectives Taken From IDP 

Service Objectives 
(i) 

Outline Service Indicators 

(ii) 

2013/14 

2013/2014 

2014/2015 

2015/20 

16 

2016/2017 

2017/2018 

Target 

(iii) 

Actual 

(iv) 

Target 

(V) 

Target 

(Vi) 

Actual 

(vii) 

Target 

(viii) 

Target 

(ix) 

Target 

(X) 

To maximize Revenue coiiection 

Percentage payment rate on 
monthly billing 

55% 

55% 

55% 

65% 

60% 

70% 

70% 

70% 

To resolve audit queries 

% of queries answered within 7 
working days of receiving the 
query 

100% 

100% 

1 00% 

100% 

100% 

100% 

100% 

1 00% 

To ensure poverty alleviation 

Number of indigents registered 

9000 

4 731 

9000 

6000 

5817 

6000 

7000 

7000 

poverty alleviation 

Percentage of subsidy allocated 
per benefit category 

100% 

100% 

1 00% 

100% 

100% 

1 00% 

100% 

100% 

To improve customer care relations 

Percentage of customer queries 
resolved within 3 working days 

20% 

20% 

20% 

60% 

60% 

70% 

70% 

80% 

To review Revenue related policies 

Number of revenue related 
policies reviewed and adopted 

0 

5 

0 

5 

5 

5 

5 

5 

To maximize revenue billing 

Percentage of sites billed with 
applicable services as per 
approved tariff 

0 

80% 

80% 

95% 

98% 

1 00% 

100% 

1 00% 

To maximize billing revenue 

% of meters read 

0 

75% 

0 

84% 

85% 

90% 

95% 

95% 

To safeguard daily takings 

% of daily cash banking reviewed 

0 

0 

0 

100% 

100% 

1 00% 

100% 

1 00% 

To reduce electricity losses 

Number of exception reports sent 
to the electricity division 

12 

3 

12 

12 

12 

12 

12 

12 

To compile and update the new 
valuation roll 

% Implementation of valuation roll 

0% 

100% 

0% 

1 00% 

90% 

1 00% 

100% 

1 00% 

To compile and update the new 
valuation roll 

Number of reconciliations - 
A & B in terms of Property Rates 

Act 

0 

1 

0 

3 

0 

3 

4 

4 

To ensure that banking is done 
timeously 

Number of Duly signed contract in 
place 

0 

1 

0 

1 

1 

1 

1 

1 

To ensure that a Revenue Protection 
Strategy is formulated 

Number of Developed Revenue 
Protection Strategy 

0 

0 

0 

1 

0 

1 

1 

1 

To ensure that the Revenue 

Enhancement Strategy is reviewed 

Revenue Enhancement Strategy 
reviewed and adopted 

0 

0 

0 

1 

0 

1 

1 

10 

Ensure effective risk management 

% of risk reported and mitigated 

0 

0 

0 

90% 

95% 

95% 

95% 

95% 

T 3.29.3 
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Employees: Financial Services 


Year-1 

YearO 

Job Level 

Employees 

Posts 

Employees 

Vacancies (fulltime 
equivalents) 

Vacancies (as a % of 
total posts) 


No. 

No. 

No. 

No. 

% 

0-3 

2 

4 

2 

2 

50% 

4-6 

5 

8 

5 

3 

38% 

7-9 

29 

37 

28 

9 

24% 

10-12 

6 

14 

5 

9 

64% 

13-15 

0 

0 

0 

0 

0% 

16-18 

0 

0 

0 

0 

0% 

19-20 

0 

0 

0 

0 

0% 

Total 

42 

63 

40 

23 

37% 

Totals should equate to those included in the Chapter 4 total employee schedule. Employees and Posts numbers are as at 30 June. *Posts must be 
established and funded in the approved budget or adjustments budget. Full-time equivalents are calculated by taking the total number of working days 
lost (excluding weekends and public holidays) while a post remains vacant and adding together all such days lost by all posts within the same set (e.g. 

‘senior management') then dividing that total by 250 to give the number of posts equivalent to the accumulated days. T 3.25.4 


Financial Performance Year 0: Financial Services 

R'OOO 

Details 

Year-1 

YearO 

Actual 

Original Budget 

Adjustment 

Budget 

Actual 

Variance to 
Budget 

Total Operational Revenue 

53558 

73473 

57002 

63508 

-16% 

Expenditure: 






Employees 

8573 

9892 

7926 

7977 

-24% 

Repairs and Maintenance 

0 

0 

0 

0 

0% 

Other 

8279 

7577 

7038 

5663 

-34% 

Total Operational Expenditure 

16852 

17469 

14964 

13640 

-28% 

Net Operational Expenditure 

-36706 

-56004 

-42038 

-49868 

-12% 

Net expenditure to be consistent with summary T 5.1.2 in Chapter 5. Variances are calculated by dividing the difference between the Actual 

and Original Budget by the Actual. T 3 25 5 


Capital Expenditure Year 0: Financial Services 


R' 000 


Capital Projects 

YearO 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance from 
original budget 

Total Project 
Value 

FURNITURE AND EQUIPMENT 

0 

49 000.00 

38 452.14 

78% 







T 3.25.6 
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The overall average collection rate was 66% compared to the 40% of the 2013/2014 Financial year - 
that Is without subsidies. The payment rate Is still not at the level that was anticipated and one of the 
contributing factors Is low registration figures of IndIgents resulting In consumers forfeiting grant 
allocation. The best performing service Is electricity followed by property rates. 

The Increase In payment rate Is due to the Implementation of the Credit Control policy. The total 
operating revenue Is 16 % below the original budget amount, predicting a correct anticipation of funds 
to be received. However the actual compared to the adjustment budget Is 10% above the adjustment 
budget. Despite a vacancy rate of 37% the overall performance of the Revenue Section was 
satisfactory. We have emerged from times of low cash flow levels, which meant that without billing and 
collection of outstanding debt the municipality would not have been able to meet Its commitments 
every month, which Includes payment of salaries and other operational expenditure. Debt collection 
should be made priority In the next financial year to enhance the cash flow and thus Increase the 
spending capability on core function-service delivery. 

T 3.31 .7 


3.32 Risk Management 


Introduction to Risk Management 

The risk management Is central to managing the municipality as a whole and risk management Is 
Integral to planning, organising, directing and coordinating systems aimed at achieving municipality’s 
goals and objectives. 

Risk refers to unwanted outcome, actual or potential to the municipality’s services delivery and other 
performance objectives, caused by the presence of risk factors. Some risk factors also present upside 
potential, which management must be aware of and be prepared to exploit. 

T 3.32.1 


Service Statistics for Risk Management 

DETAILED 

2013/2014 

2014/2015 

2015/2016 

Installation of Barn Owl 

1 

0 

0 

Conducted trainings 

2 

2 

2 

Risk Assessments 

2 

2 

3 

T 3.32.2 
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Risk Management Service Objectives Taken From IDP 

Service Objectives 

(i) 

Outline Service 
Indicators 

(ii) 

2013/2014 

2013/2014 

2014/2015 

2015/2016 

2016/2017 

2017/2018 

Target 

(IN) 

Actual 

(iv) 

Target 

(V) 

Target 

(Vi) 

Actual 

(vii) 

Target 

(viii) 

Target 

(ix) 

Target 

(X) 

Reports received from departments on potential 
risk events 

5 

5 

5 

5 

5 

5 




To conduct an institutional fraud risk assessment 

1 

0 

0 

1 

1 

1 




To report to the Risk Management Committee on 
the progress of risk management and fraud 
activities 

4 

4 

4 

4 

4 

4 




To promote risk culture in the institution 

1 

0 

0 

1 

1 

1 




To promote zero tolerance culture to fraud and 
corruption 

1 

0 

0 

1 

1 

1 




Protection of whistle-blowers and anonymous 
reporting 

100% 

0 

0 

0 

1 00% 

1 00% 




Risk monitoring 

100% 

0 

0 

0 

1 00% 

1 00% 




Attending risk management events 

1 

0 

0 

1 

1 

1 




T 3.323 
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Employees: -Risk Management Services 

Job Level 

2013/2014 

2014/2015 

Employees 

No 

Posts No 

Employees 

No 

Vacancies 

(fulltime 

equivalent) 

No 

Vacancies 
(as a % of 
total posts) 

0-3 

0 

0 

2 

1 

50% 

4-6 

1 

1 

1 

0 

0% 

7-9 

0 

0 

1 

1 

1 00% 

10-12 

0 

0 

0 

0 

0 

13-15 

0 

0 

0 

0 

0 

16-18 

0 

0 

0 

0 

0 

19-20 

0 

0 

0 

0 

0 

Total 

2 

2 

4 

2 

50% 

T 3.32.4 


Financial Performance 2014/2015-Risk Management Services 

Details 

2013/2014 

2014/2015 

Actual 

Original 

Budget 

Adjustment 

Budget 

Actual 

Variance to 
Budget 

Total Revenue 

0 

0 

0 

0 

0% 


Employees 






Repairs and Maintenance 

0 

0 

0 

0 

0% 

Other 

0 

0 

0 

0 

0% 

Total Operational 
Expenditure 






Net Operational 
Expenditure 






T 3.32.5 


Capital Expenditure 2014/2015: -Risk Management Services 

Capital Projects 

YearO 

Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance 

to 

Budget 

Total Project 
Value 

Total All 

0 

0 

0 

0% 

0 

Installation of Barn Owl 

0 

0 

0 

0% 

0 

T 3.32.6 


The unit has managed to inculcate the risk management culture amongst employees at senior 
management and middle management, but it is still a long way to go for all the employees to make 
risk management part of their daily routines. It will be beneficial for the institution if it would 
capacitate the unit so that it can be effective. 

T 3.32.7 
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3.33 Internal Audit 


Introduction to Internal Audit 

Internal Audit (lA) Unit was estabiished in 2001 to conform to section 165(1) of Municipai Finance 
Management Act no. 56 of 2003 which states; “Each municipality and each municipal entity must 
have an internal audit unit...” Furthermore, section 62 (1) (c) (ii), states that “the Accounting 
Officer of the municipality is responsible for managing the financial administration of the 
municipality, and must for this purpose take all reasonable steps to ensure that the 
municipality has and maintains effective, efficient and transparent systems of internal audit 
operating in accordance with any prescribed norms and standards”. 

The lAU has been in operation for more than 14 years (2001- 2015) and it is currentiy operating with 
seven personnei inciuding 1 intern and their professionai deveiopments are been taken care off 
through the years. The lA unit had been instrumentai in assisting the municipaiity’s management to 
achieve their desired goais. 

The lAU is conducting its activities in terms of the Internationai Standards for the Professionai Practice 
of Internai Auditing (ISPPIA), which make emphasis on the internai audit activity to evaiuate and 
contribute to the improvement of risk management, controi, and governance processes using a 
systematic and discipiined approach. 

The vision of internai audit is to be a professionai function staffed by weii-trained quaiified staff, using 
ieading edge methodoiogies and toois to provide vaiue-adding services to Setsoto Municipaiity. The 
mission is to deiiver optimai service to our auditabie entities inciuding management and to provide 
objective feedback on the quaiity of organisationai controis and performance. 

Furthermore, Internai Audit Unit is an independent, objective assurance and consuiting function 
estabiished to examine and evaiuate activities, and to assist the Audit Committee, the Councii and 
Management in the effective discharge of their responsibiiities. 


The lAU undergone the externai quaiity assurance in October 2009 and we are partiaiiy conform to 
standards 1300 of the ISPPIA which is ievei two. The unit is anticipating to undergo peer review which 
wiii assess the readiness of externai assessment and it has received outstanding performance on 
review performed by the Provinciai Treasury. 

T3.33.1 
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Service Statistics for internai Audit Unit 

Detaiis 

2013/2014 

2014/2015 

2015/2016 

Actual 

Number 

Estimated 

Number 

Actual Number 

Estimated 

Number 

Drafting of Quarterly 
Reports 

34 

38 

45 

42 

Approved Audit Policy 

1 

1 

1 

1 

Approved Three Year 
Rolling Plan - Strategic 
Planning 

1 

1 

1 

1 

Approved Coverage 

Plan 

1 

1 

1 

1 

Approved Procedural 
Manual 

1 

1 

1 

1 

Audit and Performance 
Audit Committee 

Meeting 

4 

4 

4 

4 

Implementation of the 
Audit & Performance 

Audit Charter and 

Internal Audit Charter 

0 

15 

133 

60 

T 3.33.2 
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Internal Audit Policy Objectives Taken from the IDP 

Service Objective 

Outline Service Targets 

2013/2014 

2013/2014 

2014/2015 

2015/2016 

2016/2017 

2017/2018 

Ensure compliance with 

International Standards for the 
Professional Practice of Internal 
Auditing and section 165 of the 
Municipal Finance Management 

Act 

Target 

Actual 

Target 

Target 

Actual 

Target 

Target 

Target 

Number of reports produced 

32 

37 

32 

38 

42 

42 

42 


Number of ad hoc reports produced 

4 

6 

4 

4 

4 

4 

4 


Number of system description compiled 

41 

61 

41 

61 

63 

61 

61 


Number of audit programs compiled 

39 

48 

39 

39 

39 

48 

48 


Number of quarterly plans complied 

32 

39 

32 

48 

38 

39 

39 


Number of set of progress reports compiled 

2 

2 

2 

2 

2 

2 

2 


Number of report produced and sent to the Audit 
and performed 

4 

4 

4 

4 

6 

4 

4 


Number of declaration of independency and secrecy 
signed. 

36 

44 

36 

48 

48 

48 

48 


Number of personnel affiliated to the professional 
body 

6 

6 

6 

6 

6 

6 

6 


Ensure compliance with section 

2010 of the International Standard 
for the Professional Practice of 
Internal Auditing (ISPPIA). 

Number of three year rolling plan and coverage plan 
compiled 

2 

2 

2 

2 

2 

2 

2 


Number of progress report on the implementation of 
the coverage plan 

4 

4 

4 

4 

5 

4 

4 


Ensure compliance with section 

2040 of the International Standard 
for the Professional Practice of 
Internal Auditing. 

Number of procedural manual compiled inclusive of 
quality assurance improvement programme 

1 

1 

1 

1 

1 

1 

1 


Ensure compliance with 

International Standard for the 
Professional Practice of Internal 
Auditing, King 1 1 1 report and 
section 1 65 & 1 66 of the MFMA 

Number of audit policy compiled and approved 

1 

1 

1 

1 

1 

1 

1 


Ensure compliance with audit and 
performance audit charter and 
internal audit charter. 

Number of notices send off 

0 

15 

0 

136 

127 

60 

60 


Number of audit and performance audit committee 
meetings held 

4 

6 

4 

4 

4 

4 

4 


Number of resolution lists and followed up 

4 

8 

4 

4 

8 

4 

4 


Number of divisional meetings held 

4 

10 

4 

12 

13 

12 

12 


Number of memoranda written for the Municipal 
Manager 

0 

3 

0 

4 

6 

4 

4 


To provide quality assurance on 
the achievement of the municipal 
objectives 

Do follow up on Auditor-General’s audits to ensure 
the municipality improve on the audit opinion 

1 

1 

1 

4 

8 

4 

4 


T 3.30.3 
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Employee: Internal Audit Services 

Job Levei 

2013/2014 

2014/2015 

Empioyees Number 

Posts Number 

Vacancies (Fulitime 
equivaients) 

Vacancies (as a % of 
totai posts 

0-3 

4 

4 

0 

0.00 

4-6 

0 

0 

0 

0.00 

7-9 

2 

2 

4 

0.40 

10-12 

0 

0 

0 

0.00 

13-15 

0 

0 

0 

0.00 

16-17 

0 

0 

0 

0.00 

Total 

6 

6 

4 

0.00 

T 3.33.4 


internal Audit Unit Financiai Performance 

2014/2015 

Details 

Original Budget 

Adjustment Budget 

Actual 

Variance to 
Budget 

Total Operating Revenue 

0 

0 

0 

0 

Expenditure: 





Empioyees 

2 330 068 

2 510 068 

2 515 243.32 

-5 175.32 

Repairs and Maintenance 

0 

0 

0 

0 

Other 

929 019 

929 019 

472 951.21 

456 067.79 

Totai Expenditure 

3 259 087 

3 439 087 

2 988 194.53 

450 892.47 

Net Operationai Expenditure 





T 3.33.5 


CAPITAL EXPENDITURE: INTERNAL AUDIT SERVICES 

Capital projects 

2014/2015 


Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Variance from 
Original Budget 

Total Project 

Value 

None. 

0 

0 

0 

0 

0 

No capital project 





T3.33.6 


Internal Audit Unit wiii proactiveiy partner with the management on the performance of financiai, 
compiiance, information technoiogy operationai, risk assessment and performance audits, as weii as 
consuiting reviews and speciai projects, to maximise vaiue adding contributions from the process. Vaiue 
is created with an integrated audit approach using weii-trained, knowiedgeabie quaiified staff, totai quaiity 
management principies, teamwork, and innovation. The unit endeavour maximise its performance and to 
compiy fuiiy with the ISPPIA. 

T 3.33.7 
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Component I: Miscellaneous 

3.34 Introduction to Miscellaneous 
None 

T 3.34.0 

COMPONENT J: ORGANISATIONAL PERFOMANCE SCORECARD 

This component includes: Annual Performance Scorecard Report for the current year. 

The committee has not sat by the time the report was tabled. 
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CHAPTER 4 - ORGANISATIONAL DEVELOPMENT PERFORMANCE 
(PERFORMANCE REPORT PART II) 


COMPONENT A: INTRODUCTION TO THE MUNICIPAL PERSONNEL 
COMPONENT A: INTRODUCTION TO MUNICIPAL PERSONNEL 


The Setsoto Local Municipality as at the end of the financial year 201 4/201 5 the staff compliment was 
as follows: permanent employees 709 with a further 32 temporary employees, experiential trainees 1 6, 
interns 5, EPWP workers 236 and food for waste employees 98. 

The new organizational structure was costed at R139 730 492.00, and with the adoption of the 
structure, the municipality prioritized 45 critical positions which were to be filled during the financial 
year 2014/2015. Of the 45 critical positions a total of 34 employees were appointed. 

T 4.1.0 


4.1 EMPLOYEE TOTALS, TURNOVER AND VACANCIES 


Employees 

Description 

2013/2014 

2014/2015 

Employees 

Approved 

Posts 

Employees 

Vacancies 

Vacancies 


No. 

No. 

No. 

No. 

% 

Water 

84 

144 

70 

74 

51 ,39% 

Waste Water (Sanitation) 

80 

97 

100 

-3 

-3,09% 

Eiectricity 

27 

40 

26 

14 

35,00% 

Waste Management 

102 

144 

100 

44 

30,56% 

Housing 

17 

37 

18 

19 

51 ,35% 

Project Management 

5 

8 

6 

2 

25,00% 

Roads 

90 

113 

71 

42 

37,17% 

Fieet Management 

0 

18 

1 

17 

94,44% 

Cemeteries & Parks 

87 

139 

86 

53 

38,13% 

Locai Economic Deveiopment 

3 

12 

3 

9 

75,00% 

Finance 

55 

106 

68 

38 

35,85% 

Corporate Services 

90 

85 

56 

29 

34,12% 

Municipai Manager's Office 

10 

54 

32 

22 

40,74% 

Fire and Disaster Management 

1 

39 

2 

37 

94,87% 

Traffic Services 


37 

19 

18 

48,65% 

Security and Safety 

35 

70 

32 

38 

54,29% 

Sport and Recreation 

1 

4 

1 

3 

75,00% 

Properties 


7 

0 

7 

1 00,00% 

Corporate Policy Offices and Other 

14 

40 

18 

22 

55,00% 

Totals 

701 

1194 

709 

485 

40,62% 

Headings follow the order of services as set out in chapter 3. Service totals should equate to those included in the Chapter 3 
employee schedules. Employee and Approved Posts numbers are as at 30 June, as per the approved organogram. 

T4.f.f 

Vacancy Rate; Year 2014/2015 
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Designations 

'Total Approved 
Posts 

No. 

'Vacancies 
(Total time that 
vacancies exist 
using fuiltime 
equivalents) 

No. 

'Vacancies 
(as a proportion of 
totai posts in each 
category) 

% 

Municipal Manager 

1 

0 

0,00 

CFO 

1 

0 

0,00 

Other S56 Managers (excluding Finance Posts) 

3 

0 

0,00 

Traffic Officers 

37 

18 

48,65 

Fire fighters 

39 

37 

94,87 

Senior management: Leveis 13-15 (exciuding Finance 
Posts) 

21 

8 

38,10 

Senior management: Leveis 13-15 (Finance posts) 

94 

34 

36,17 

Flighiy skiiied supervision: ieveis 9-12 (exciuding 

Finance posts) 

37 

18 

48,65 

Flighiy skiiied supervision: ieveis 9-12 (Finance posts) 

12 

4 

33,33 

Total 

245 

119 

48,57 

T4.1.2 


Turn-over Rate 

Detaiis 

Total Appointments as of 
beginning of Financiai Year 

No. 

Terminations during the 
Financial Year 

No. 

Turn-over Rate' 

2012/2013 

126 

18 

14% 

2013/2014 

19 

12 

63% 

2014/2015 

54 

39 

72% 

T4.1.3 


All section 56 Managers and the Municipal Manager’s positions were filled during the financial year 
under review. Of the forty-five critical positions Identified, thirty-four positions were filled. The list was 
repriorltlsed, but as a result of a moratorium on filling of vacancies the Institution could not carry on 
filling positions. There were thirty-nine terminations during the financial year, of which six was as a 
result of resignations, ten as a result of death, three because of Illness, one for misconduct, sixteen 
due to pension and three as a result of their contract coming to an end. 


COMPONENT B: MANAGING THE MUNICIPAL WORKFORCE 


INTRODUCTION TO MUNICIPAL WORKFORCE MANAGEMENT 

The Municipality has developed and adopted appropriate systems and procedures to ensure that there 
are fair, efficient, effective and transparent personnel administration. Lehakwe Consulting (service 
provider) that was appointed through the Tender process to review the Human Resources Policies 
(those reflected as review-progress at 50%). The first phase of the Review Process has already been 
completed and now the second phase Is to be completed before the end of August 2015. The service 
provider was also tasked with responsibility of compiling the Human Resources strategy. 

Training and Development Policy was adopted by council on the 16'^ October 2014, as the stand alone 
policy and no more part of Human Resources Policy Manual, The new policy clearly outline how the 
Institution Is committed to the structure and systematic training and development of all Its Employees 
on an ongoing basis to enable them to perform their duties effectively and efficiency. The Employees 
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were also inducted on the policy. The Employment Equity Plan (EEP) and Workplace Skills Plan 
(WSP) were also complied in order to ensure that the Municipality reached affirmative Action (Numeric 
Goals) and further ensure that the training of Employees is planned and implemented. 

T 4.2.0 


4.2 POLICIES 


HR Policies and Plans 


Name of Policy 

Completed 

% 

Reviewed 

% 

Date adopted by council or comment on 
failure to adopt 

1 

Bereavement Policy 

100% 

80% 

Version 1 
Version 2 

adopted on 24/02/201 1 

Review progress currently underway 

2 

Dress Code Policy 

100% 

50% 

Version 1 
Version 2 

adopted on 28/02/201 1 

review progress currently unden/vay 

3 

Employment Equity Policy 

100% 

50% 

Version 1 
Version 2 

adopted on 30/05/2013 
review currently underway 

4 

Employee Performance Appraisal 

System 

100% 

50% 

Version 1 
Version 2 

adopted on 30/08/2008 

review progress currently unden/vay 

5 

Employee Assistance Programme 

100% 

50% 

Version 1 
Version 2 

adopted on 30/05/2013 
review currently underway 

6 

HiV/AIDS Policy 

100% 

50% 

Version 1 
Version 2 

adopted on 30/05/2013 
review currently underway 

7 

Occupational Health & Safety Policy 

100% 

50% 

Version 1 
Version 2 

adopted on 1 0/02/2007 
review currently underway 

8 

Promotion Demotion & Transfer Policy 

100% 

50% 

Version 1 
Version 2 

adopted on 24/01/2013 
review currently underway 

9 

Staff Retention Policy 

100% 

80% 

Version 1 
Version 2 

adopted on 30/10/2012 
review currently underway 

10 

Remuneration Policy for all Employees 

100% 

50% 

Version 1 
Version 2 

adopted on 1 0/1 2/2007 

review progress currently underway 

12 

Remuneration Policy for Senior 

Managers 

100% 

50% 

Version 1 
Version 2 

adopted on 1 0/1 2/2007 

review progress currently unden/vay 

13 

Placement Policy 

100% 

50% 

Version 1 
Version 2 

adopted on 27/03/2003 

review progress currently unden/vay 

14 

Training and Development Policy 

100% 

0% 

Version 1 

adopted on 16/10/2014 

15 

Sexual Harassment Policy 

100% 

50% 

Version 1 
Version 2 

adopted on 1 0/1 2/2007 

review progress currently underway 

16 

Recruitment, Selection, Appointment 
Policy 

100% 

50% 

Version 1 
Version 2 

adopted on 1 0/1 2/2007 

review progress currently unden/vay 

17 

Relocation Policy 

100% 

50% 

Version 1 
Version 2 

adopted on 1 0/1 2/2007 

review progress currently unden/vay 

18 

Labour Relations & Discipline Policy 

100% 

50% 

Version 1 
Version 2 

adopted on 1 0/1 2/2007 

review progress currently unden/vay 

19 

Travelling Allowance Scheme 

100% 

50% 

Version 1 
Version 2 

adopted on 1 0/1 2/2007 

review progress currently unden/vay 

20 

Policy on Employee Benefits 

100% 

50% 

Version 1 
Version 2 

adopted on 1 0/1 2/2007 

review progress currently unden/vay 

21 

Legal Aid to Employees & Cession of 
Action 

100% 

50% 

Version 1 
Version 2 

adopted on 1 0/1 2/2007 

review progress currently unden/vay 

22 

Smoking Policy 

100% 

50% 

Version 1 
Version 2 

adopted on 1 0/1 2/2007 

review progress currently unden/vay 

23 

Induction Policy 

100% 

50% 

Version 1 
Version 2 

adopted on 1 0/1 2/2007 

review progress currently unden/vay 

24 

Use of Municipal Vehicles & Equipment 

100% 

50% 

Version 1 
Version 2 

adopted on 1 0/1 2/2007 

review progress currently underway 
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Towards the end of the financial year, Lehakwe Consulting was appointed to review the Human 
Resources Policy Manual and to draft the Human Resources Strategy. The review of the Human 
Resources Policy Manual will ensure that the policies are relevant to the amended pieces of legislation 
and the South African Local Government Bargaining Council Collective Agreements. The policies will 
not only ensure personnel administration but also provision of skilled human resources and sound 
labour relations. 

T 4.2.1. 1 


4.3 INJURIES, SICKNESS AND SUSPENSIONS 


Number and Cost of Injuries on Duty 

Type of injury 

Injury Leave 
Taken 

Days 

Employees 
using injury 
leave 

No. 

Proportion 
employees 
using sick 
leave 

% 

Average 
Injury Leave 
per 

employee 

Days 

Total 

Estimated 

Cost 

R’OOO 

Required basic medicai attention oniy 

58 

8 

14% 

12 

17 526 

Temporary totai disabiement 

0 

0 

0 

0 

0 

Permanent disabiement 

0 

0 

0 

0 

0 

Fatai 

0 

0 

0 

0 

0 

Total 

58 

8 

14% 

12 

17 526 
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Number of days and Cost of Sick Leave (excludinc 

1 injuries on duty) 

Salary band 

Total sick 

leave 

Days 

Proportion of 
sick ieave 

without 

medicai 

certification 

% 

Empioyees 
using sick 
ieave 

No. 

Totai 

empioyees in 
post* 

No. 

*Average sick 
ieave per 
Empioyees 

Days 

Estimated 

cost 

R' 000 

Lower skilled (Levels 1-2) 

24 

90% 

10 

30 

0.15 

30 

Skilled (Levels 3-5) 

40 



22 

0.26 


Highly skilled production (levels 6-8) 

136 



58 

0.88 


Highly skilled supervision (levels 9-12) 

6 

95% 

2 

26 

0.04 

31 

Senior management (Levels 13-15) 

230 



11 

1.48 


MM and S57 

65 



8 

0.42 


Total 

501 

93% 

' 12 

155 

^ TTT 

3.23 

61 

* - Number of employees in post at the beginning of the year 

* Average is calculated by taking sick leave in colunm 2 divided by total employees in colunm 5 T 4.3.2 
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Average Number of Days Sick Leave (excluding lOD) 



2) production (levels 6-8) supervision (levels 9-12) (Levels 13-15) 
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A proper leave register is maintained and sick leave applications are captured on the VIP Payroll 
System. During the financial year only eight cases of injury were reported with an employee who have 
been booked off sick with a total of fifty-eight leave days, and such cases are being fully managed. 
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Number and Period of Suspensions 

Position 

Nature of Alleged 
Misconduct 

Date of 
Suspension 

Details of Disciplinary Action 
taken or Status of Case and 
Reasons why not Finalised 

Date Finalised 

Supervisor: Roads 
& Stormwater 

It is alleged that the 

Employee had made false 
entry into the attendance 
register and the leave book 

14/07/2014 

The employee was suspended and 
subsequently charged with the 
contravention of clauses 1 , 2, 5 of 
SALGBC Disciplinary Procedure & 
Code Collective Agreement. 

Parties reached a 
settlement 

Agreement on 

28/1 0/2014 

The employee 
demoted as from 
01/11/2014. 

Building Inspector 

It is alleged that the 
employee was accusing the 
Councillor of the unfair 
recruitment process and 
that led to the Councillor to 
be interrogated by SAPS. 

It is further alleged that the 
employee is holding political 
meetings during working 
hours. 

04/03/2015 

The employee was suspended and 
subsequently charged with the 
contravention of clauses 1 , 1 , 1 , 2, 

5, 1,2, 6, 1,2, 9 & 1,2,11 of 

SALGBC Disciplinary Procedure & 
Code Collective Agreement. 
Disciplinary Tribunal was 
scheduled for the 25th June 201 5 
but it was postponed twice due to 
the Employee's medical condition. 

Matter awaiting 
parties to agree on 
the new date of the 
Disciplinary 

Tribunal. 

Housing Officer 

It was alleged that the 
employee was aware of the 
eviction of the community 
member but did not report 
the matter, nor prevented 
her from entering the same 
site. The employees 
conduct or omission 
constitute gross negligence, 
because he was obliged to 
have acted positively or 
responsibly. 

04/03/2015 

The employee was suspended and 
subsequently charged with the 
contraventions of Clauses 1 , 1 , 1 , 

2, 4, & 2, 7, 6 of SALGBC 
Disciplinary Procedure & Code 
Collective Agreement. 

Disciplinary Tribunal was held on 
20/04/2015 

Settlement 
Agreement reached 
by parties on 
20/04/2015. 
Employee was 
given First written 
warning 
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Number and Period of Suspensions 

Position 

Nature of Alleged 
Misconduct 

Date of 
Suspension 

Details of Disciplinary Action 
taken or Status of Case and 
Reasons why not Finalised 

Date Finalised 

General Worker 

It Is alleged that the 
employee has been absent 
from duty without the 
permission or good cause. 

02/04/2015 

The employee was suspended and 
subsequently charged with the 
contravention of Clause 1 , 2, 7, of 
SALGBC Disciplinary Procedure & 
Code Collective Agreement. 

The tribunal never took place 
within the prescribed period and 
Employer to apply for condonation 

Charges are still 
standing pending 
the outcome of the 
Condonation. 
Employee’s 
suspension to be 
uplifted before the 
20/07/2015. 

General Worker 

It Is alleged that the 
employee used vulgar 
language against the 
Councillor. 

04/03/2015 

The employee was suspended and 
subsequently charged with the 
contravention of Clause 1 , 2, 9 of 
SALGBC Disciplinary Procedure 
and Code Collective Agreement. 

Matter awaiting 
parties to agree on 
the new date of the 
Disciplinary 

Tribunal. 

10x Engineering 
Service Personnel 

It was alleged that the 
employees has stolen 
electricity copper cable 

15/10/2014 

The Employee were suspended 
and subsequently charged with the 
contraventions of clauses 1 , 1 , & 1 , 
2,5 of Disciplinary Procedure and 
Code Collective Agreement. 
Disciplinary Tribunal was held on 
the 30/03/2015 

Matter closed on 
30/03/2015. 
Employees were 
not found guilty of 
theft and their 
suspensions were 
uplifted the same 
day 
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Disciplinary Action Taken on Cases of Financial Misconduct 

Position 

Nature of Alleged Misconduct and Rand 
value of any loss to the municipality 

Disciplinary action taken 

Date Finalised 

Building Inspector 

It is alleged that the Employee undertook 
the private work that is indirect conflict with 
the interest of Council without obtaining 
the permission to do so. The Employees’ 
unlawful action cost the Municipality R 

11 000-00 

Disciplinary Actions were instituted 
against the Employee. He was 
charged with the contravention of 

Clause 1 .2.5 of the SALGBC 

Disciplinary Procedure and Code 
Collective Agreement, Annexure ‘A’ 

Sanction received 
from the Presiding 
Officer on 
19/07/2015 

IDP Manager 

It is alleged that the Employee conducted 
himself in dishonest matter and without 
integrity expected of him. During this 
dishonest acts the Municipality incurred 
unlawful costs estimated at R 27 750-00. 

Disciplinary Actions were instituted 
against the Employee. He was 
charged with the contravention of 
Clauses 1.1 & 1 .2.5 of the SALGBC 
Disciplinary Procedure and Code 
Collective Agreement, Annexure ‘A’ 

Matter is still 
pending as the 
Parties are still 
awaiting the 
Presiding Officer’s 
Determination 

Meter -Reader. 

It was alleged that the Employee 
unlawfully tampered with two pre-paid 
meters installed and that resulted in 
continuous and unregulated supply of 
electricity in return received R1 050-00 for 
the fraudulent action. 

Disciplinary Actions were instituted 
against the Employee. He was 
charged with the contravention of 
Clauses 1.1 & 1 .2.5 of the SALGBC 
Disciplinary Procedure and Code 
Collective Agreement, Annexure ‘A’ 

Matter Finalized 
on 02/09/2014 
after the 

Employee has 
resigned. 

Supervisor Roads 
& Storm water. 

It was alleged that the Employee had 
made false entry into the Attendance 
Register and the Leave Book. These 
fraudulent actions of the Supervisor has 
resulted in the incurrence of costs 
estimated at R 25 600-00 

The Employee was initially suspended 
and ultimately charged with the 
contravention of Clause 1 .2.5 of the 
SALGBC Disciplinary Procedure and 
Code Collective Agreement, Annexure 
‘A’ 

The matter was 
finalised on 
28/10/2014 and 
the Employee was 
demoted to the 
position of the 

Team Leader. 

T4.3.6 


169 



There are no suspensions that were more than 4 months at the end of the year. All suspensions were handled 
within the time frame prescribed in the SALGBC Disciplinary Procedure and Code Collective Agreement (clause 
14.3). The meter reader admitted to his supervisors that he has tampered with the electricity prepaid meters and 
the consumers financially rewarded him for his fraudulent action. Before the Tribunal took place the Employee 
tendered his resignation, Collective Agreement gives the Employee the right to resign after receiving the charge 
sheet but before the presiding officer gives the determination. 

As for the matter involving the General Worker (usage of vulgar language) and Building Inspector. The matter of 
General Worker was instituted within the applicable time frame and it was only postponed due to the unavailability 
of the Employer’s witnesses and as soon as the parties have agreed on the time frame since the Employee is on 
suspension it should be finalized before the end of July 2015. 

The postponements on the matter involving the Employee (Building Inspector) was as the result of the medical 
condition of the Employee. The Employee was found guilty on the other matter and sentence of suspension for 20 
days without pay, while in the other matter he is still suspended for false accusation towards the Councillor that 
led to the councillor interrogated by members of SAPS. 

The General Worker (who was absent from work without leave, permission or good cause. Prior his suspension 
the Employee was utilized in another capacity but that did not remedy his absenteeism and suspension was the 
only option. Parties have been awaiting the determination of the Presiding Officer pertaining to the “Point in 
Limine” that was raised by the employee. Municipality has forwarded the letter to the Presiding Officer requesting 
him to furnish the Determination. As the results of his unreliability Municipality is considering replacing the 
Presiding Officer. 

The Supervisor was demoted to the lower position of the Team Leader after the parties signed the settlement 
Agreement when concluding the matter. Upon conclusion of the Tribunal the Suspension was uplifted. 

Engineering Services Personnel’s suspensions were uplifted after they were not found guilty of the cable theft 
during the hearing Employer should not link Employees and evidence was given that the people who stole the 
cable are arrested. Parties concluded the matter involving Housing Officer by signing the settlement Agreement 
and the Employee given “First written warning” that is valid for 6 months. 
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4.4 


PERFORMANCE REWARDS 


Performance Rewards By Gender 

Designations 

Beneficiary profile 

Gender 

Total number 
of employees 
in group 

Number of 

beneficiaries 

Expenditure on 
rewards Year 1 

R' 000 

Proportion of 
beneficiaries within 
group 

% 

Lower skilled (Levels 1-2) 

Female 

20 

9 


45% 

Male 

30 

12 



Skilled (Levels 3-5) 

Female 





Male 





Highly skilled production (levels 6-8) 

Female 





Male 





Highly skilled supervision (levels 9-12) 

Female 





Male 





Senior management (Levels 13-15) 

Female 





Male 





MM and S57 

Female 





Male 





Total 

50 

21 



Has the statutory municipal calculator been used as part of the evaluation process ? 

Yes/No 

Note: MSA 2000 S51(d) requires that ... ‘performance plans, on which rewards are based should be aligned with 
the IDF. .. (IDP objectives and targets are set out in Chapter 3) and that Service Delivery and Budget 

Implementation Plans (developed under MFMA S69 and Circular 13) should be consistent with the higher level 

IDP targets and must be incorporated appropriately in personal performance agreements as the basis of 

performance rewards. Those with disability are shown in brackets '(x)'in the 'Number of beneficiaries' column as 

wellasin the numbersatthe right hand side of the column (as illustrated above). T 4.4.1 


No employee other than one section 56 Manager who received a performance bonus for the 
2013/2014 financial year which was finalised during the year under review, even though management 
resolved that Employee Performance Appraisal System should be implemented on all employee from 
the 01 February 2014 
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COMPONENT C: CAPACITATING THE MUNICIPAL WORKFORCE 


INTRODUCTION TO WORKFORCE DEVELOPMENT 

The Municipality has submitted the Workplace Skills Plan (WSP) on the 30’^ April 2015 .Prior to the 
Compilation progress the new Training and Development Policy (TDP) was adopted by Council in 
October 2014. Training Committee was established (as per the stipulations of the TDP) is it was 
tasked to deal with all Matters related to Workforce Development and also introduced strict control 
on the consolidated skills budget. 




The policy did not just introduced the legal framework but also introduced the Study Grant 
Regulations for Employees from all Employment Categories. 

The challenges that were encountered was some employees are not attending skills audit 
processes and that implies they do not complete Personal Development Plans. They are not 
captured as beneficiaries in the WSP and there are no budget allocations for the training. The 
Department has also under-budgeted for the trainings that are required to fill the identified skills 
gap. 

We have been and we will still provide Learnerships as we have implemented Fire and Rescue 
Learnership and we will also be implementing the Waste Water Treatment Learnership in 2015/16. 
The internship programmes were introduced for the undergraduates in collaboration with Service 
Seta and Department of Treasury (which is still commencing in the new financial year) and in 
201 5/1 6 Office of the Premier will also be funding the Internship. 

The Municipality have registered employees with accredited Institutions of Higher Learning through 
Distance Learning and Block system. The other improvements that were made was that the HRD 
managed to enroll employees in Treasury Department in order to acquire “Minimum Competency 
Level”. The awareness on the legislative requirements was made to those who were earlier not 
declared competent and those that will be registering for the first time. 
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4.5 

SKILLS DEVELOPMENT AND TRAINING 


Skills Matrix 


Management 

level 

Gender 

Employees 
in post as 
at 30 June 
Year 2015 

Number of skilled employees required and actual as at 30 June Year 2015 

Learnerships 

Skills programmes & other 
short courses 

Other forms of training 

Total 

No. 

Actual: 
End of 
Year: 
2013 

Actual: 
End of 
Year: 
2014 

Actual: 
End of 
Year: 
2015 

Actual: 
End of 
Year: 
2013 

Actual: 
End of 
Year: 
2014 

Actual: 
End of 
Year: 
2015 

Actual 
End of 
Year: 
2013 

Actual: 
End of 
Year: 
2014 

Actual: 
End of 
Year: 
2015 

Actual: 
End of 
Year: 
2013 

Actual: 
End of 
Year: 
2014 

Actual: 
End of 
Year 
2015 

MM and s57 

Female 

1 

Male 

4 

Councillors, 
senior officials 
and managers 

Female 

19 

Male 

32 

0 

0 

0 

1 

4 

10 

1 

1 

5 

2 

5 

15 

Technicians 
and associate 
professionals* 

Female 

6 

0 

0 

0 

12 

7 

4 

0 

1 

6 

12 

8 

10 

Male 

34 

0 

0 

0 

8 

2 

2 

0 

7 

5 

8 

9 

7 

Professionals 

Female 

13 

0 

0 

0 

14 

1 

2 

0 

2 

1 

14 

3 

3 

Male 

10 

0 

0 

0 

9 

0 

1 

0 

2 

0 

9 

2 

1 

Sub total 

Female 

39 

0 

0 

0 

43 

14 

13 

2 

4 

9 

45 

18 

22 

Male 

80 

0 

0 

0 

19 

13 

13 

1 

11 

11 

20 

24 

24 

Total 


119 

0 

0 

0 

62 

27 

26 

3 

15 

20 

65 

42 

46 


‘Registered with the professionai Associate Body e.g. CA (SA) 
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Financial Competency Development: Progress Report* 

Description 

A. 

Total number of 
officials employed by 
municipality 
(Regulation 14(4)(a) 
and (c)) 

B. 

Total number of 
officials employed by 
municipal entities 
(Regulation 14(4)(a) 
and (c) 

Consolidated: Total 
of A and B 

Consolidated: 
Competency 
assessments 
completed for A and 

B (Regulation 

14(4)(b) and (d)) 

Consolidated: Total 
number of officials 
whose performance 
agreements comply 
with Regulation 16 
(Regulation 14(4)(f)) 

Consolidated: Total 
number of officials 
that meet prescribed 
competency levels 
(Regulation 

14(4)(e)) 

Financial Officials 







Accounting officer 

0 

0 

0 

0 

1 

1 

Chief financial officer 

1 

1 

2 

1 

1 

1 

Senior managers 

4 

4 

8 

3 

0 

4 

Any other financial officials 

46 

46 

92 

0 

0 

9 

Supply Chain Management 
Officials 

4 

4 

8 

1 


1 

Heads of supply chain 
management units 

0 

0 

0 

0 

0 

0 

Supply chain management senior 
managers 

0 

0 

0 

0 

0 

0 

TOTAL 

55 

55 

110 

5 

2 

16 

* This is a statutory report under the National Treasury: Local Government: MFMA Competency Regulations (June 2007) T452 
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Skills Development Expenditure 


R'OOO 


Management level 

Gender 

Employees as 
at the 

beginning of 
the financial 
year 

Original Budget and Actual Expenditure on skills development Year 1 

Learnerships 

Skills programmes & 
other short courses 

Other forms of training 

Total 

No. 

Original 

Budget 

Actual 

Original 

Budget 

Actual 

Original 

Budget 

Actual 

Original 

Budget 

Actual 

MM and S57 

Female 

1 

0 

0 

0 

1 

1 

1 

1 

2 

Male 

4 

0 

0 

2 

2 

1 

1 

3 

3 

Legislators, senior 
officials and managers 

Female 

19 

0 

0 

4 

10 

0 

1 

4 

11 

Male 

32 

0 

0 

7 

10 

2 

5 

9 

15 

Professionals 

Female 

13 

0 

0 

0 

2 

1 

1 

1 

3 

Male 

10 

0 

0 

1 

1 

0 

0 

1 

1 

Technicians and 
associate professionals 

Female 

6 

2 

0 

15 

4 

2 

6 

19 

10 

Male 

34 

0 

0 

5 

2 

8 

5 

13 

7 

Clerks 

Female 

64 

2 

3 

15 

9 

25 

7 

42 

19 

Male 

45 

1 

1 

5 

6 

12 

2 

18 

9 
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Skills Development Expenditure 


R'OOO 


Management level 

Gender 

Employees as 
at the 

beginning of 
the financial 
year 

Original Budget and Actual Expenditure on skills development Year 1 

Learnerships 

Skills programmes & 
other short courses 

Other forms of training 

Total 

No. 

Original 

Budget 

Actual 

Original 

Budget 

Actual 

Original 

Budget 

Actual 

Original 

Budget 

Actual 

Service and sales workers 

Female 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Male 

1 

0 

0 

1 

1 

0 

0 

1 

1 

Plant and machine 
operators and assemblers 

Female 

2 

2 

0 

0 

0 

0 

0 

2 

0 

Male 

41 

1 

0 

0 

1 

0 

0 

1 

1 

Elementary occupations 

Female 

86 

14 

21 

0 

11 

0 

0 

14 

32 

Male 

317 

11 

21 

0 

17 

0 

0 

11 

38 

Sub total 

Female 

191 

20 

24 

34 

37 

29 

16 

83 

77 

Male 

484 

13 

22 

11 

40 

23 

13 

47 

75 

Total 


675 

33 

46 

45 

77 

52 

29 

130 

152 


*% and *R value of municipal salaries (original budget) allocated for workplace skills plan. 


1% *R1 403 050.00 
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Skills development Budget 



■ Original Budget 

■ Actual 


COMPETENCY REGULATIONS 

The Municipality has long embarked on the strategies to ensure that the Employees achieve 
minimum competency level as enshrined in the Regulation Municipal Finance Management Act. 
Challenges were encountered in the past whereby some Employees were not declared competency. 
They (Employee) indicated that the presentation of the subject matter by the Service Provider was 
too complex to comprehend but since the financial year 201 4/1 5 Employees (in T reasury 
Department) were registered (those who were never declared competent and those newly appointed. 

In 2014/15 Employees were registered in MFMP in order to ensure that they are competent as per 
the Registrations of the MFMA. The Financial Management Interns were also offered the competency 
training for those Employees who are still not declared competent and those still to receive training, 
their training interventions are reflected within the 201 5/1 6 Workplace Skills Plan (WSP) and they will 
be enrolled on/before 30**^ September 2015. 
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CHAPTER 5 - FINANCIAL PERFORMANCE 


INTRODUCTION 

Chapter 5 contains information regarding financiai performance and highiights specific 
accompiishments. The chapter comprises of three components: 

• Component A: Statement of Financiai Performance 

• Component B: Spending Against Capitai Budget 

• Component C: Other Financiai Matters 

The financiai statements of Setsoto Municipaiity were prepared based on Generaiiy Recognised 
Accounting Practices (GRAP), Accounting Poiicies and any other appiicabie standards as prescribed 
by the Minister of Finance for Locai Authorities. An accruai basis of accounting has been adopted by 
the municipaiity and, as at 30 June 201 5, there was no pian in piace to dispose of a part of the 
municipaiity or outsource some if its key functions as outiined in the Constitution of the Repubiic of 
South Africa, as such the statements were prepared on a going concern basis. 

It has been common practice by the municipaiity to present the finai budget information on the face of 
the financiai statements, however, in the 2015 financiai statements, this information has been 
presented separateiy as the statement of Comparison of Budget and Actuai Amounts as required in 
terms of GRAP 24 

T 5.0.1 
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5.1 STATEMENTS OF FINANCIAL PERFORMANCE 

The billed revenue performed well within the projected levels during the 2014/2015 period. Expenditure on the other side did the same, well within 
the target, and savings have been seen in items such as bulk purchases and debt impairment. 


From a management perspective, as much as we need to push expenditure, savings on operational expenditure budget do not necessarily harm 
service delivery but is an outcome of prudent spending and making sure that people spend based on needs and not because they have funds to 
do so. The tables below reflect the revenue and expenditure performance of the municipality 


Descripti 

on 

2014/2015 

2013/2014 

R 

thousand 

s 

Original 

Budget 

Budget 

Adjustment 

s (i.t.o. s28 
and s31 of 
the MFMA) 

Final 

adjustme 

nts 

budget 

Shifting 
of funds 

(i.t.o. s31 
of the 
MFMA) 

Virement 

(i.t.o. 

Councii 

approved 

policy) 

Final 

Budget 

Actual 

Outcome 

Unauthorised 

expenditure 

Varian 

ce 

Actual 
Outcome 
as % of 
Final 
Budget 

Actual 
Outcome 
as % of 
Original 
Budget 

Reported 

unauthorls 

ed 

expenditur 

e 

Expenditur 

e 

authorised 

In terms of 
section 32 
of MFMA 

Balanc 
e to be 
recove 

red 

Restat 

ed 

Audite 

d 

Outco 

me 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 































Financial 

Performa 

nee 
















Propert 
y rates 

39,957 

(4,957) 

35,000 



35,000 

43,604 



125% 

109% 





Service 

charges 

130,738 

22,252 

152,990 



152,99 

0 

143,687 



94% 

110% 





Investm 

ent 

revenue 

1,951 

(769) 

1,182 



1,182 

2,485 



210% 

127% 





Transfe 

rs 

recognise 

d- 

operation 

al 

180,030 

(3,488) 

176,542 



176,54 

2 

189,936 



108% 

106% 





Other 

own 

revenue 

40,043 

(14,755) 

25,288 



25,288 

32,982 



130% 

82% 





Total 
Revenue 
(excludin 
g capital 
transfers 

392,719 

(1,717) 

391,002 



391,00 

2 

412,693 



106% 

105% 







and 

contribut 

ions) 
















Employ 
ee costs 

146,796 

1,341 

148,137 



148,13 

7 

148,414 



100% 

101% 





Remun 
oration of 
councillor 
s 

9,536 

0 

9,536 



9,536 

9,884 



104% 

104% 





Debt 

impairme 

nt 

69,000 

(25,000) 

44,000 



44,000 

26,424 



60% 

38% 





Depreci 
ation & 
asset 
impairme 
nt 

34,782 

(10,000) 

24,782 



24,782 

285,022 



1150% 

819% 





Financ 
e charpes 

997 

(105) 

892 



892 

919 



103% 

92% 





Materia 

Is and 
bulk 

purchase 

s 

58,242 


58,242 



58,242 

21,203 



36% 

36% 





T ransfe 
rs and 
grants 

8,728 

2,752 

1 1 ,480 



1 1 ,480 

20,316 



177% 

233% 





Other 

expenditu 

re 

59,518 

25,698 

85,216 



85,216 

117,992 



138% 

198% 





Total 

Expendit 

ure 

387,599 

(5,314) 

382,285 



382,28 

5 

630,174 



165% 

163% 





Surplus/( 

Deficit) 

5,120 

3,597 

8,717 



8,717 

(217,480) 



-2495% 

-4248% 





Transfe 

rs 

recognise 
d - capital 

56,677 


56,677 



56,677 

60,660 



107% 

107% 





Contrib 
utions 
recognise 
d - capital 
& 

contribute 
d assets 
















Surplus/( 

Deficit) 

after 

capital 

61,797 

3,597 

65,394 



65,394 

(156,820) 



-240% 

-254% 
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transfers 

& 

contribut 

ions 
















Share 

of 

surplus/ 
(deficit) of 
associate 
















Surpius/( 
Deficit) 
for the 
year 

61,797 

3,597 

65,394 



65,394 

(156,820) 



-240% 

-254% 





















Caoitai 

exoendit 

ure & 
funds 
sources 
















Capitai 

expendit 

ure 
















Transfe 

rs 

recognise 
d - capital 

56,677 


56,677 



56,677 

60,660 



107% 

107% 





Public 
contributi 
ons & 
donations 
















Borrow! 

na 
















Internal 

ly 

generated 

funds 

4,700 

2,663 

7,363 



7,363 

8,003 



109% 

170% 





Total 
sources 
of capital 
funds 

61,377 


64,040 



64,040 

68,663 



107% 

112% 





















Cash 

flows 
















Net 

cash from 

(used) 

operating 

84,325 

(26,280) 

58,045 



58,045 

69,540 



120% 

82% 





Net 

cash from 

(used) 

investing 

(61,377) 

(1,929) 

(63,306) 



(63,306 

) 

(77,958) 



123% 

127% 
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Net 

cash from 

(used) 

financing 

(1,199) 

(380) 

(1,579) 



(1,579) 

(478) 



30% 

40% 





Cash/cas 

h 

equivale 
nts at the 
year end 

71,238 

(28,589) 

42,649 



42,649 

3,702 



9% 

5% 





















T5.1.1 
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Financial Performance of Operational Services 



R'OOO 


Description 

Year-1 

YearO 

YearO Variance 

Actual 

Original Budget 

Adjustments 

Budget 

Actual 

Original Budget 

Adjustments 

Budget 

Operatinq Cost 







Water 

38,565 

50,575 

45,148 

39,061 

-29.48% 

-15.58% 

Waste Water (Sanitation) 

28,950 

41,711 

36,664 

6,087 

-585.25% 

-502.33% 

Electricity 

66,798 

81,884 

82,541 

85,360 

4.07% 

3.30% 

Waste Management 

39,131 

43,129 

40,644 

36,688 

-17.56% 

-10.78% 

Housing 

6,912 

7,311 

7,200 

20,652 

64.60% 

65.14% 

Component A: sub-total 

180,356 

224,610 

212,198 

187,848 

-19.57% 

-12.96% 

Waste Water (Stormwater Drainage) 

- 

- 

- 

- 

0.00% 

0.00% 

Roads 

16,258 

27,438 

28,584 

281,713 

90.26% 

89.85% 

T ransport 

4,208 

- 

- 

- 

0.00% 

0.00% 

Component B: sub-total 

20,466 

27,438 

28,584 

281,713 

90.26% 

89.85% 

Planning 

- 

- 

- 

- 

0.00% 

0.00% 

Local Economic Development 

- 

- 

- 

- 

0.00% 

0.00% 

Component B: sub-total 





0.00% 

0.00% 

Planning (Strategic & Regulatary) 

- 

- 

- 

- 

0.00% 

0.00% 

Local Economic Development 

- 

769 

759 

1,264 

0.00% 

0.00% 

Component C: sub-total 


769 

759 

1,264 

0.00% 

0.00% 

CommunitySc Social Services 

8,309 

7,139 

6,087 

6,128 

-16.50% 

0.68% 

Enviromental Proctection 

- 

- 

- 

- 

0.00% 

0.00% 

Health 

- 

- 

- 

23 

100.00% 

100.00% 

Security and Safety 

12,045 

12,416 

14,455 

16,549 

24.97% 

12.66% 

Sport and Recreation 

8,158 

10,480 

9,642 

8,762 

-19.61% 

-10.04% 

Corporate Policy Offices and Other 

116,656 

104,746 

110,562 

137,405 

23.77% 

19.54% 

Component D: sub-total 

145,168 

134,781 

140,745 

168,867 

20.18% 

16.65% 

Total Expenditure 

345,990 

387,598 

382,285 

639,692 

39.41% 

40.24% 


In this table operational income is offset agaist operational expenditure leaving a net operational expenditure total for each service as shown in the 
individual net service expenditure tables in chapters. Variances are calculated bydividing the difference between actual and original/adjustments 
budget by the actual. T5.1.2 


The municipality has approved the Directorates to be representing votes as required in terms of MFMA 
Chapter 1, definitions. Appendix E (1) of the audited financial statements reports variances by revenue 
source and expenditure by type. 

T5.1.3 
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5.2 GRANTS 


Grant Performance 


R'OOO 


Description 

Year -1 

Year 0 

Year 0 Variance 

Actual 


Adjustments 

Budget 

Actual 

Original 

Budget 

(%) 

Adjustment 
s Budget 
(%) 

Operatinq Transfers and Grants 







Nationai Government: 

183,124 

" 184,290 


184,290 

100% 


Equitable share 

165,019 

165,381 

- 

165,381 

100% 


Municipal Systems Improvement 

890 

934 

- 

934 

100% 


Department of Water Atiairs 

15,665 

15,871 

- 

15,871 

100% 


Levy replacement 

- 

- 

- 

- 



Municipal Finance Management 

1,550 

1,600 

- 

1,600 

" 100% 


Independent Development Trust 


504 

- 

504 

100% 


Provincial Government: 

- 

- 

- 

- 



Health subsidy 

- 

- 

- 

- 



Housing 

- 

- 

- 

- 



Ambulance subsidy 

- 

- 

- 

- 



Sports and Recreation 

- 






Municipal Finance Management 


- 





District Municipality: 

- 

- 

- 

- 



[insert description] 














Other grant providers: 

1,750 

5,646 

- 

5,646 

100% 


EPWP incentive 

1,750 

2,632 

- 

2,632 

100% 


GOGTA 


3,014 


3,014 

100% 


Total Operating Transfers and Grants 

184,874 

189,936 

- 

189,936 




Variances are calculated by dividing the difference between actual and original/adjustments budget by the 

actual. Full list of provincial and national grants available from published gazettes. T 5.2.1 


The municipality received operating transfers and grants as gazette and in the dates as stipulated on 
the municipal payment schedule. Neither transfers nor grants were offset due to non-compliance to 
legislations. 

T 5.2.2 


The municipality did not receive any grants other than through the Division of Revenue Act 

T 5.2.4 
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5.3 ASSET MANAGEMENT 


INTRODUCTION TO ASSET MANAGEMENT 


See Chapter 3 


T 5.3.1 


TREATMENT OF THE THREE LARGEST ASSETS ACQUIRED YEAR 0 

Asset 1 

Name 

MARQUARD UPGRADING OXIDATION PONDS 

Description 

MARQUARD UPGRADING OXIDATION PONDS 

Asset Type 

INFRASTRUCTURE-SANITATION 

Key Staff invoived 

PMU MANAGER, DIRECTOR ENGINEERING+ASSET MANAGEMENT STAFF+MANAGER 

Staff Responsibiiifes 

PMU MANAGER, DIRECTOR ENGINEERING+ASSET MANAGEMENT STAFF+MANAGER 

Asset Value 

Year -3 

Year -2 

Year-1 

Year 0 


17254611 

53007476.14 

69227784.28 

Capitai implications 

73,146,395.86 

Future Purpose of Asset 

TO PROVIDE SANITATION TO COMMUNITY 

Describe Key issues 

TO PROVIDE BASIC SERVICES- SANITATION AND WATER RECYCLING 

Policies in Place to Manage Asset 

YES-ASSET M ANAGEM ENT POLICY & ASSET MAINTENANCE PLAN 

Asset 2 

Name 

SENEKAL WASTE WATER TREATM ENT WORKS 

Description 

SENEKAL WASTE WATER TREATMENT WORKS 

Asset Type 

INFRASTRUCTURE-SANITATION 

Key Staff involved 

PMU MANAGER.DIRECTOR ENGINEERING+ASSET MANAGEMENT STAFF+MANAGER 

Staff Responsibilities 

PMU MANAGER.DIRECTOR ENGINEERING+ASSET MANAGEMENT STAFF+MANAGER 

Asset Value 

Year -3 

Year -2 

Year-1 

Year 0 



4458526.52 

21578146.11 

Capital Implications 

23,923,708.00 

Future Purpose of Asset 

TO PROVIDE SANITATION TO COMMUNITY 

Describe Key Issues 

TO PROVIDE BASIC SERVICES- SANITATION AND WATER RECYCLING 

Policies in Place to Manage Asset 

YES-ASSET M ANAGEM ENT POLICY & ASSET MAINTENANCE PLAN 

Asset 3 

Name 

CONSTRUCTION OF FENCING AROUND MUNICIPAL'S CRITICAL PROPERTIES 

Description 

CONSTRUCTION OF FENCING AROUND MUNICIPAL'S CRITICAL PROPERTIES 

Asset Type 

COMMUNITY ASSETS 

Key Staff Involved 

PMU MANAGER.DIRECTOR ENGINEERING+ASSET MANAGEMENT STAFF+MANAGER 

Staff Responsibilities 

PMU MANAGER.DIRECTOR ENGINEERING+ASSET MANAGEMENT STAFF+MANAGER 

Asset Value 

Year -3 

Year -2 

Year-1 

Year 0 



14157285.96 

16588202.49 

Capital Implications 

14,993,823.00 

Future Purpose of Asset 

SAFE GUARDING MUNICIPALITYS PROPERTIES 

Describe Key Issues 

SAFE GUARDING MUNICIPALITYS PROPERTIES 

Policies in Place to Manage Asset 

YES-ASSET M ANAGEM ENT POLICY & ASSET MAINTENANCE PLAN 

T 5.3.2 


The future cost implication to community members is minimal as these projects were funded by 
National Government. On other hand the municipality’s revenue will be enhanced due to economic 
activities. There will be sufficient supply of basic services through these projects such as sufficient 
provision of water and the revenue will increase as the water supply will no longer be restricted. 

The future cost implication to communities’ members is minimal as these projects were funded by 
National Government. On other hand the Setsoto Local Municipality Revenue will be enhanced due to 
economic activities. There will be sufficient supply of basic services through these projects such as 
sufficient provision of water supply and the revenue will increase as the water supply will no longer be 
restricted. 

Furthermore we have acquired New Solid Waste and Stadium, the financial implication to the residents 
will be very minimal as the capital outlay was borne by the National Government, however in the long 
run as the community members utilised the assets the will have to contribute towards the maintenance 
of the facilities or assets 

T 5.3.3 


Repair and Maintenance Expenditure 2014/2015 


R' 000 



Original Budget 

Adjustment Budget 

Actual 

Budget variance 

Repairs and Maintenance Expenditure 

16 902 

24 751 

20 129 

-19% 


T 5.3.4 


The repairs and maintenance expenditure budget is R24,751 million, versus actual repairs and 
maintenance expenditure of R20,1 29 million, thus create a variance of 4,622 million(1 9%), which depicts 
under-performance of Repairs and Maintenance expenditure for the financial year under-review. 

Ideal expenditure on repairs and maintenance is 8% of net assets value (R4, 3 billion-*8%) = R344 
million per annum. The expenditure on repairs and maintenance is inadequate, given the value of 
existing assets; there are several reasons why the expenditure on repairs and maintenance is very low 
(i.e. lack of maintenance plan for repairs and maintenance plan of the infrastructure assets) 

T 5.3.5 


The future cost implication to community members is minimal as these projects were funded by 
National Government. On other hand the municipality’s revenue will be enhanced due to economic 
activities. There will be sufficient supply of basic services through these projects such as sufficient 
provision of water supply and revenue will increase as the water supply will no longer be restricted. 

Furthermore the municipality has acquired new solid waste and stadium, the financial implication to 
residents will be very minimal as capital outlay was done by National Government, however in the long 
run as community members the assets utilises will contribute towards the maintenance of the facilities 
or assets. 
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Repair and Maintenance Expenditure 2014/2015 


R' 000 



Original Budget 

Adjustment Budget 

Actual 

Budget variance 

Repairs and Maintenance Expenditure 

16902 

24751 

20129 

-19% 


T 5.3.4 


The repairs and maintenance expenditure budget is R24,751 miiiion, versus actuai repairs and 
maintenance expenditure of R20,129 miiiion, thus create a variance of 4,622 million(19%), which depicts 
under-performance of Repairs and Maintenance expenditure for the financial year under-review. 

Ideal expenditure on repairs and maintenance is 8% of net assets value (R4, 3 billion-*8%) = R344 
million per annum. The expenditure on repairs and maintenance is inadequate, given the value of 
existing assets; there are several reasons why the expenditure on repairs and maintenance is very low 
(i.e. lack of maintenance plan for repairs and maintenance plan of the infrastructure assets) 

T 5.3.5 
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5.4 FINANCIAL RATIOS BASED ON KEY PERFORMANCE INDICATORS 




Total Outstanding Service Debtors 



Total Outstanding Service Debtors - Measures how much money is still owed by the 
community for water, electricity, waste removal and sanitation compared to how much money 
has been paid for these services. It is calculated by dividing the total outstanding debtors by 
the total annual revenue. A lower score is better. 


The municipality has set a target of 1 :2 at coverage ratio meaning that the average monthly 
expenditure for a given period must be covered at least three times with the available cash and cash 
equivalents available. This is a tall order for the municipality as the monthly costs include water and 
electricity bulk purchase still to be purchased, billed and paid for. 

T 5.4.3 



I 



The municipal debt has decreased since 201 1 as a result of no new long-term borrowing taken up. 
However, the debt-revenue coverage ratio has been steady at more than two times covered, which is 
in line with the norm. 


T 5.4.4 
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Creditors System Efficiency 



Creditor System Efficiency - The proportion of creditors paid within terms (i.e. 30 days). This 
ratio is calculated by outstanding trade creditors divided by credit purchases 

Data used from MBRRSA8 


The municipality ensures that its creditors are paid within 30 days of receiving valid documentations 
including Eskom, third parties and contractors. 

T 5.4.5 



Capital Charges to Operating Expenditure 



Capital Charges to Operating Expenditure ratio is calculated by dividing the sum of capital 
interest and principle paid by the total operating expenditure. 


Data used from MBRRSA8 

T 5.4.6 



I 




I 


Repairs & Maintenance 



Repairs and Maintenance - This represents the propotion of operating expenditure spent and 
is calculated by dividing the total repairs and maintenace. 


Data used from MBRRSA8 


T 5.4.8 


Liquidity ratio 

The liquidity ratio reflects the monetary assets, divided by current liabilities. The ratio shows a slight 
decline from 2.6 to 2.0 from the 2013/14 to the 2014/15 financial years. The ration of 1 ; 2 indicate that 
the municipality are in a sound liquidity position. 

Cost coverage 

The cost coverage ratio slightly improved from 0.6 to 0.8 from the 2013/14 to the 2014/15 financial 
years. The cash position is however not sufficient at this stage to cover 1 months costs. 

Total outstanding service debtors 

The ratio decreased from 68% in 2013/14 to 60% in 2014/15. This trend must be viewed with caution. 
The decreased in ratio can also be attributed to the fact that a large amount of outstanding debt was 
written off at year end. 
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Debt coverage 

The ratio decreased from 1 .3% to 1 .2% the past financial year. Based on the low rate the municipal 
debt are in a very sound position. 

Creditors System Efficiency 

The ratio decline from 90% to 85% during the past two years. The decline are attributed to the fact that 
payment of creditors are delayed due to insufficient or incorrect information received from the 
respective creditors. 

Capitai Charges to Operating Expenditure 

Capital charges are only at 0.2% of the Operating Expenditure and the municipality is in a sound 
financial position pertaining the payment of capital charges, indicating that there is room for taking up 
external borrowing. 

Empioyee costs 

Employee cost as a percentage of Operating Revenue decreased from 49% to 46%. National Treasury 
has stated that there is no benchmark for employee costs for municipalities, as they operate under 
different circumstances. Considering the current financial position of the Municipality, the target for this 
ratio should be revised. 

Repairs and Maintenance 

During the past year the ratio decreased from 18% to 15%. The main risks associated with a low 
repairs and maintenance ratio is that assets expected useful lives will decrease, resulting in the earlier 
replacement of assets, for which inadequate financial capacity exists within the Municipality’s current 
revenue base. 

T 5.4.9 


COMPONENT B: SPENDING AGAINST CAPITAL BUDGET 


INTRODUCTION TO SPENDING AGAINST CAPITAL BUDGET 

Capital expenditure relates mainly to construction projects that will have value lasting over many years. 
Capital expenditure is funded from grants and surpluses. 

T 5.5.0 


5.5 CAPITAL EXPENDITURE 


Capital Expenditure: Year 0 

450 
400 
350 
300 
.1 250 

I 200 

150 
100 
50 


14.35% 


85.65% 


I Capital Expenditure 
I Operating Expenditure 
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R million 

Original Budget 

Adjustment Budget 

Un-audited Full Year 

Total 

Original 

Budget 

variance 

Adjusted 

Budget 

Variance 

Capital Expenditure 

59 

55 

60 

-1.7% 

-9.1% 


59 

55 

60 

-1.7% 

-9.1% 

Operating Expenditure 

387 

380 

640 

-65.4% 

-68.2% 


387 

380 

640 

-65.4% 

-68.2% 

Total expenditure 

446 

435 

700 

-56.9% 

-60.7% 

Water and sanitation 

93 

127 

45 

51.6% 

64.6% 

Electricity 

82 

108 

85 

-3.6% 

21.3% 

Housing 

8 

0 

21 

-174.0% 

-11977.2% 

Roads, Pavements, Bridges and storm water 

22 

0 

282 

-1153.6% 

-655046.5% 

Other 

181 

144 

207 

-14.4% 

-43.8% 


387 

380 

640 

-65.5% 

-68.3% 

External Loans 






Internal contributions 






Grants and subsidies 






Other 







- 

- 

- 



External Loans 






Grants and subsidies 






Investments Redeemed 






Statutory Receipts (Including VAT) 






Other Receipts 







- 

- 

- 



Salaries, wages and allowances 






Cash and creditor payments 






Capital payments 






Investments made 






External loans repaid 






Statutory Payments (including VAT) 






Other payments 







446 

435 

700 

-57.1% 

-60.8% 


Original Budget 

Adjustment Budget 

Un-audIted Full Year 

Total 

Original 

Budget 

variance 

Adjusted 

Budget 

Variance 

Property rates 

40 

35 

44 

-9.1% 

-24.6% 

Service charges 

131 

151 

144 

-9.9% 

4.8% 

Other own revenue 

218 

203 

225 

-3.2% 

-10.8% 


389 

389 

412 

-6.1% 

-6.0% 

Employee related costs 

156 

158 

164 

-4.9% 

-4.0% 

Provision for working capital 






Repairs and maintenance 

17 

25 

21 

-24.3% 

15.6% 

Bulk purchases 

58 

58 

54 

7.3% 

7.3% 

Other expenditure 

154 

139 

400 

-159.5% 

-186.8% 


386 

380 

639 

-65.7% 

-68.0% 

Service charges: Electricity 

64 

68 

67 

-4.6% 

1.5% 

Grants & subsidies: Electricity 

44 

44 

45 

-2.0% 

-2.0% 

Other revenue: Electricity 

1 

0 

- 

100.0% 

100.0% 


109 

112 

112 

-2.6% 

0.2% 

Employee related costs: Electricity 

6 

6 

6 

-1.5% 

-1.5% 

Provision for working capital: Electricity 






Repairs and maintenance: Electricity 

4 

8 

6 

-62.8% 

27.4% 

Bulk purchases: Electricity 

58 

58 

54 

7.3% 

7.3% 

Other expenditure: Electricity 

15 

10 

14 

6.7% 

-40.0% 


83 

82 

80 

3.4% 

2.9% 

Service charges: Water 

30 

38 

37 

-22.6% 

1.4% 

Grants & subsidies: Water 

78 

75 

26 

66.7% 

65.3% 

Other revenue: Water 

7 

7 

16 

-128.6% 

-128.6% 


115 

120 

79 

31.4% 

33.9% 

Employee related costs: Water 

13 

13 

15 

-14.3% 

-14.3% 

Provision for working capital: Water 






Repairs and maintenance: Water 

2 

4 

4 

-74.7% 

-2.4% 

Bulk purchases: Water 

- 


- 



Other expenditure: Water 

36 

!!!! 

26 

27.8% 

7.1% 


1,081 

1,083 

1,322 

-22.3% 

-22.0% 


±^u 


5.6SOURCES OF FINANCE 


Capital Expenditure - Funding Sources: Year -1 to Year 0 

R'OOO 

Details 

Year -1 

YearO 

Actual 

Origin 

al 

Budge 

t(OB) 

Adjust 

ment 

Budget 

Actual 

Adjustm 
ent to 

OB 

Variance 

(%) 

Actual 
to OB 
Varianc 
e (%) 

Source of finance 


External loans 

0 



0 



Public contributions and 
donations 

0 



0 



Grants and subsidies 

127,690 

56,677 

56,677 

60,660 

0.00% 

7.03% 

Other 

0 

4,700 

7,363 

8,003 

56.66% 

70.28% 

Total 


127,690 

61,377 

64,040 

8,663 

56.66% 

77.30% 

Percentage of finance 


External loans 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

Public contributions and 
donations 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

0.0% 

Grants and subsidies 

100.0% 

92.3% 

88.5% 

88.3% 

0.0% 

9.1% 

Other 

0.0% 

7.7% 

1 1 .5% 

1 1 .7% 

100.0% 

90.9% 

Capital expenditure 


Water and sanitation 

38,103 

962 

30,973 

33,975 

3119.65 

% 

3431 .70 
% 


Electricity 

0 

357 

709 

922 

98.60% 

158.26% 


Housing 

0 

0 

80 

75 

0 

0 


Roads and storm water 

0 

30,966 

7,293 

4,409 

-76.45% 

-85.76% 


Other 

150,386 

2,647 


25,715 

-100.00% 

871 .48% 

Total 


188,489 

34,932 

39,055 

65,096 

0 

0 

Percentage of expenditure 


Water and sanitation 

20.2% 

2.8% 

79.3% 

52.2% 

0 

0 


Electricity 

0.0% 

1 .0% 

1 .8% 

1 .4% 

0 

0 


Housing 

0.0% 

0.0% 

0.2% 

0.1% 

0 

0 


Roads and storm water 

0.0% 

88.6% 

18.7% 

6.8% 

0 

0 


Other 

79.8% 

7.6% 

0.0% 

39.5% 

0 

0 

T 5.6.1 
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The major part of capital expenditure was funded from Municipal infrastructure grant and it was 
optimally used for its main purpose. 

T 5.6.1. 1 


5.7 CAPITAL SPENDING ON 5 LARGEST PROJECTS 


Capital Expenditure of 5 largest projects* 

R' 000 

Name of Project 

Current: YearO 

Variance: Current YearO 

Original Budget 

Adjustment 

Budget 

Actual 

Expenditure 

Original 
Variance (%) 

Adjustment 
variance (%) 

A - Name of Project 

26,000 

26,500 

25,700 

1% 

-2% 

B - Name of Project 

19,500 

19,750 

19,900 

-2% 

-1% 

C - Name of Project 

15,700 

15,700 

15,500 

1% 

0% 

D - Name of Project 

12,000 

11,800 

11,700 

3% 

2% 

E - Name of Project 

11,500 

11,000 

11,250 

2% 

4% 

* Projects with the highest capitai expenditure in Year 0 

Name of Project - A 


Objective of Project 


Delays 


Future Challenges 


Anticipated citizen benefits 


Name of Project - B 


Objective of Project 


Delays 


Future Challenges 


Anticipated citizen benefits 


Name of Project - C 


Objective of Project 


Delays 


Future Challenges 


Anticipated citizen benefits 


Name of Project - D 


Objective of Project 


Delays 


Future Challenges 


Anticipated citizen benefits 


Name of Project - E 


Objective of Project 


Delays 


Future Challenges 


Anticipated citizen benefits 


T 5.7.1 


COMMENT ON CAPITAL PROJECTS: 
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5.8 BASIC SERVICE AND INFRASTRUCTURE BACKLOGS - OVERVIEW 


INTRODUCTION TO BASIC SERVICE AND INFRASTRUCTURE BACKLOGS 

T 5.8.1 



Service Backlogs as at 30 June Year 0 

Households (HHs) 


*Service level above minimun standard 

**Service level below minimun standard 


No. HHs 

% HHs 

No. HHs 

%HHs 

Water 


% 


% 

Sanitation 


% 


% 

Electricity 


% 


% 

Waste management 


% 


% 

Housing 


% 


% 

% HHs are the service above/beiow minimum starndard as a proportion of totai HHs. 'Housing' refrs to * format and 


** informai settiements. 




T 5.8.2 


Municipal Infrastructure Grant (MIG)* Expenditure Year 0 on Service backlogs 

R' 000 

Details 

Budget 

Adjustment 

s 

Budget 

Actual 

Variance 

Major conditions applied 
by donor (continue 
below if necessary) 

Budg 

et 

Adjustments 

Budget 

Infrastructure - Road 
transport 







Roads, Pavements & 
Bridges 

3,983 

. 

3,983 

100% 



Storm water 







Infrastructure - Electricity 







Generation 







Transmission & 

Reticulation 







Street Lighting 

919 

. 

919 

100% 



Infrastructure - Water 







Dams & Reservoirs 

30,554 


30,554 

100% 



Water purification 







Reticulation 







Infrastructure - Sanitation 







Reticulation 







Sewerage purification 







Infrastructure - Other 







Waste Management 

592 


592 

100% 



Transportation 







Gas 
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Other Specify: 







Upgrading of sport facilities 

17,780 


17,780 

100% 



Fencing of properties 

3,266 

. 

3,266 

100% 










Total 

57,094 


57,094 

100% 



* MIG is a government grant program designed to fund a reduction in service backlogs, mainly: Water; Sanitation; Roads; 
Electricity. Expenditure on new, upgraded and renewed infrastructure is set out at Appendix M; note also the calculation of the 
variation. Variances are calculated by dividing the difference between actual and original/adjustments budget by the actual. 

T 5.8.3 


COMMENT ON BACKLOGS: 


T 5.8.4 


COMPONENT C: CASH FLOW MANAGEMENT AND INVESTMENTS 


INTRODUCTION TO CASH FLOW MANAGEMENT AND INVESTMENTS 

The cash flow position of the municipality has improved during the past three to four years, however 
the decrease during the current year can be attributed that all creditors has been full paid at year end. 
Below find the cash flow statement. 

T5.9 



5.9 CASH FLOW 


Cash Flow Outcomes 

R'OOO 

Description 

Year -1 

Current: Year 0 

Audited 

Outcome 

Originai 

Budget 

Adjusted 

Budget 

Actuai 

CASH FLOW FROM OPERATING ACTIVITIES 





Receipts 





Ratepayers and other 

135,389 

109,985 

87,988 

198,599 

Government - operating 

197,061 

180,030 

180,030 

189,936 

Government - capital 

73,887 

56,677 

56,677 

60,660 

Interest 

21,415 

21,415 

17,132 

2,458 

Dividends 

30 

35 

35 

32 

Payments 





Suppliers and employees 

(315,901) 

(274,092) 

(274,092) 

(380,999) 

Finance charges 

(1,041) 

(997) 

(997) 

(919) 

Transfers and Grants 


(8,728) 

(8,728) 

(227) 

NET CASH FROM/(USED) OPERATING ACTIVITIES 

110,810 

84,290 

58,010 

(120,238) 






CASH FLOWS FROM INVESTING ACTIVITIES 





Receipts 





Proceeds on disposal of PPE 

709 



(438) 

Decrease (Increase) in non-current debtors 





Decrease (increase) other non-current receivables 

(1,049) 




Decrease (increase) in non-current investments 





Payments 





Capital assets 

(95,154) 

(61 ,377) 

(63,306) 

76,195 

NET CASH FROM/(USED) INVESTING ACTIVITIES 

(95,494) 

(61,377) 

(63,306) 

75,757 

CASH FLOWS FROM FINANCING ACTIVITIES 





Receipts 





Short term loans 





Borrowing long term/refinancing 





Increase (decrease) in consumer deposits 




(1,326) 

Payments 





Repayment of borrowing 
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(1,123) 

(1,200) 

(380) 

(478) 

NET CASH FROM/(USED) FINANCING ACTIVITIES 

(1,123) 

(1,200) 

(380) 

(1,803) 






NET INCREASE/ (DECREASE) IN CASH HELD 

14,193 

21,713 

(5,676) 

(46,284) 

Cash/cash equivalents at the year begin: 

16,887 

49,489 

49,489 

49,489 

Cash/cash equivalents at the year-end: 

31,080 

71,202 

43,813 

3,205 


COMMENT ON CASH FLOW OUTCOMES: 


The Cash and cash equivalents at year end are still in a good sound financial position and could the 
municipality manage to fulfill all its commitments at year end. The indication is with the current cash 
flow managements and the measures put into place related to spending this municipality will continue 
with its operational requirements into the next financial years. 
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5.10 BORROWING AND INVESTMENTS 


INTRODUCTION TO BORROWING AND INVESTMENTS 

It is by no means the intention of the municipality to borrow funds to invest them with the banks. Funds 
are borrowed to fund capital projects that are approved by Council as per the I DP and I DP review 
document. 

The municipal borrowings are currently made up of long-term loans and financial leases. The financial 
leases have been stable for the past three years as the lease contracts are valid for a period of 36 
months, and some 60 months. Major items under lease contract are electronic devices such as 
printers, telephone system, facsimiles and related items. During the past three years no new loans 
were taken up or committed by Council. 

T 5.10.1 



Actual Borrowings: Year -2 to Year 0 

R' 000 

Instrument 

Year -2 

Year-1 

YearO 

Municioalitv 

300 

382 

355 

Long-Term Loans (annuity /reducing balance) 

200 

250 

270 

Long-Term Loans (non-annuity) 




Local registered stock 




Instalment Credit 




Financial Leases 




PPP liabilities 




Finance Granted By Cap Eguipment Supplier 




Marketable Bonds 




Non-Marketable Bonds 




Bankers Acceptances 




Financial derivatives 




Other Securities 




Municipality Total 

500 

632 

625 


Municioal Entities 




Long-Term Loans (annuity /reducing balance) 




Long-Term Loans (non-annuity) 




Local registered stock 




Instalment Credit 




Financial Leases 




PPP liabilities 




Finance Granted By Cap Eguipment Supplier 




Marketable Bonds 




Non-Marketable Bonds 




Bankers Acceptances 




Financial derivatives 




Other Securities 




Entities Total 

0 

0 

0 

T 5.10.2 
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Actual Borrowings 



T 5.10.3 
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Municipal and Entity Investments 

R' 000 

Investment* type 

Year -2 

Year-1 

YearO 

Actual 

Actual 

Actual 

Municioalitv 




Securities - National Government 




Listed Corporate Bonds 




Deposits - Bank 




Deposits - Public Investment Commissioners 




Deposits - Corporation for Public Deposits 




Bankers Acceptance Certificates 




Negotiable Certificates of Deposit- Banks 




Guaranteed Endowment Policies (sinking) 




Repurchase Agreements - Banks 




Municipal Bonds 




Other 




Municipality sub-total 

0 

0 

0 





Municioal Entities 




Securities - National Government 




Listed Corporate Bonds 




Deposits - Bank 




Deposits - Public Investment Commissioners 




Deposits - Corporation for Public Deposits 




Bankers Acceptance Certificates 




Negotiable Certificates of Deposit- Banks 




Guaranteed Endowment Policies (sinking) 




Repurchase Agreements - Banks 




Other 




Entities sub-total 

0 

0 

0 





Consolidated total: 

0 

0 

0 

T 5.10.4 


The municipality borrowings have not increased as the municipality did not enter into new loans 
contracts in the year under review. 

T 5.10.5 
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5.11 PUBLIC PRIVATE PARTNERSHIPS 


PUBLIC PRIVATE PARTNERSHIPS 

No Public Private Partnerships 


T 5.11.1 


COMPONENT D: OTHER FINANCIAL MATTERS 


5.12 SUPPLY CHAIN MANAGEMENT 


SUPPLY CHAIN MANAGEMENT 

Matter as identified by the audit processes will be addressed as per the Action Plan and the 
appointment of the Supply Chain Management Manager. 

T 5.12.1 


5.13 GRAP COMPLIANCE 


GRAP COMPLIANCE 

As per the opinion paragraph, the municipality complies with the requirements of the GRAP. 

T5.13.1 




CHAPTER 6 - AUDITOR GENERAL AUDIT FINDINGS 


INTRODUCTION 

The Annual Financial Statements 2014/2015 and the draft Annual Report 2014/2015 were submitted 
on time to the Auditor General on the 31 August 2015, as per the requirement. The audit period 
commenced from the 01 September 2015 to the 30 November 2015. 

T 6.0.1 


COMPONENT A: AUDITOR-GENERAL OPINION OF FINANCIAL STATEMENTS 
YEAR 2013/204 


6.1 AUDITOR GENERAL REPORTS YEAR 2013/2014 

In my opinion, the financial statements present fairly, in all material respects, the financial position of 
Setsoto Local Municipality as at 30 June 2014 and its financial performance and cash flow for the year 
ended, in accordance with SA Standards and GRAP and the requirements of MFMA and DoRA. 


Auditor-General Report on Financial Performance: 2013/2014 

Non-Compliance Issues 

Remedial Action Taken 

Restatement of corresponding figures 

Reviewing of the Annuai Financiai Statements thoroughly 

Materiai iosses 

Develop Revenue Protection Strategy 

Material impairment 

Appointment of debt collectors and litigation 

Unauthorised expenditure 

Appoint professional advisor to assist with the implementation of Directive 

1 1 . Tariff modeling be done and compare feasibly 

Irregular expenditure 

Manager to ensure that all the requirements have been complied with 
before authorisation and/or signing of the appointment letter. 

Going concern 

Appoint professional advisor to assist with the implementation of Directive 

1 1 . Tariff modeling be done and compare feasibly 

Budget 

Directors and Managers to scrutinize reports and report any variances, 
comments and queries 

Annuai financiai statements and annuai report 

To be reviewed by as expert prior to submission to Auditor General 

Procurement and contract management 

Appoint the Supply Chain Manager 

Human resource management and compensation 

Review recruitment processes and place all documents in the vacancy file 

Expenditure management 

Develop investigation guidelines for the committee of council and 
implementation of the resolution of the committee of council to enforce 
recovery 

Revenue management 

Develop Revenue Protection Strategy 

Consequent management 

Ensure that all the disciplinary measures are implemented where 
necessary 

Internai control 

Implement system of delegation 

Leadership 

Inculcate the notion of ownership 

Financiai and performance management 

Monitor the planning, implementation and reporting processes on a 
quarterly basis to ensure consistency 

T6.1.1 
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Auditor-General Report on Service Delivery Performance: 2013/2014 

Non-Compliance Issues 

Remedial Action Taken 

Usefulness of reported performance information 

Monitor the planning, implementation and reporting processes on a 
quarterly basis to ensure consistency 

Reliability of reported performance information 

Uploading of the POEs on the EPMS 

Adjustment of material misstatements 

Monitor the planning, implementation and reporting processes on a 
quarterly basis to ensure consistency 

Strategic planning and performance management 

Monitor the planning, implementation and reporting processes on a 
quarterly basis to ensure consistency 

T 6.1.2 


COMPONENT B: AUDITOR-GENERAL OPINION 2014/2015 


In my opinion, consolidated and separate financial statements present fairly, in all material 
respects, the financial position of the Setsoto Local Municipality and its municipal entities as 
at 30 June 2015 and their performance and each flows for the year ended, in accordance 
with SA Standards of GRAP and the requirements of MFMA, the Companies Act of South 
Africa and DoRA. 


6.2 AUDITOR GENERAL REPORT YEAR 2014/2015 

Auditor-General Report on Financial Performance: 2014/2015 

Non-Compliance Issues 

Remedial Action Taken 

Restatement of corresponding figures 

Reviewing of the Annual Financial Statements thoroughly 

Material losses 

Develop Revenue Protection Strategy 

Material Impairment 

Appointment of debt collectors and litigation 

Going concern 

Appoint professional advisor to assist with the implementation of Directive 

1 1 . Tariff modeling be done and compare feasibly 

Irregular expenditure 

Manager to ensure that all the requirements have been complied with before 
authorisation and/or signing of the appointment letter. 

Budgets 

Directors and Managers to scrutinize reports and report any variances, 
comments and queries 

Annual Financial Statements and Annual Report 

To be reviewed by as expert prior to submission to Auditor General 

Human Resource Management and 

Compensation 

Review recruitment processes and place all documents in the vacancy file 

Expenditure Management 

Develop investigation guidelines for the committee of council and 
implementation of the resolution of the committee of council to enforce 
recovery 

Procurement and contract management 

Appoint Supply Chain Manager 

Asset Management 

Develop and document internal systems for assets 

T 6.2.1 


Auditor-General Report on Service Delivery Performance: 2014/2015 

Non-Compliance Issues 

Remedial Action Taken 

Usefulness of reported performance information 

Monitor the planning, implementation and reporting processes on a 
quarterly basis to ensure consistency 

Reliability of reported performance information 

Uploading of the POEs on the EPMS 

Adjustment of material misstatements 

Monitor the planning, implementation and reporting processes on a 
quarterly basis to ensure consistency 

Strategic planning and performance management 

Monitor the planning, implementation and reporting processes on a 
quarterly basis to ensure consistency 

T 6.2.2 
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AUDITOR GENERAL REPORT ON THE FINANCIAL STATEMENTS: 2014/2015 

Report of the auditor-general to the Free State Legislature and the council on the Setsoto Local Municipality 

Report on the financial statements 

Introduction 

1 . I have audited the consolidated and separate financial statements of the Setsoto Local Municipality 
and its municipal entities set out on pages 10 to 98 which comprise the consolidated and separate 
statement of financial position as at 30 June 201 5, the consolidated and separate statement of 
financial performance, statement of changes in net assets, cash flow statement and the statement 
of comparison of budget information with actual information for the year then ended, as well as the 
notes, comprising a summary of significant accounting policies and other explanatory information. 

Accounting officer’s responsibility for the consolidated and separate financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these consolidated 
and separate financial statements in accordance with South African Standards of Generally 
Recognised Accounting Practice (SA standards of GRAP) and the requirements of the Municipal 
Finance Management Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA), the Companies Act of 
South Africa, 2008 (Act No. 71 of 2008) and the Division of Revenue Act of South Africa, 2014 (Act No. 
10 of 2014) (DoRA), and for such internal control as the accounting officer determines is necessary 
to enable the preparation of consolidated and separate financial statements that are free from 
material misstatement, whether due to fraud or error. 

Auditor-general’s responsibility 

3. My responsibility is to express an opinion on these consolidated and separate financial statements 
based on my audit. I conducted my audit in accordance with International Standards on Auditing. 
Those standards require that I comply with ethical requirements, and plan and perform the audit to 
obtain reasonable assurance about whether the consolidated and separate financial statements are 
free from material misstatement. 

4. An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the consolidated and separate financial statements. The procedures selected depend 
on the auditor’s judgement, including the assessment of the risks of material misstatement of the 
consolidated and separate financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the municipality’s preparation and 
fair presentation of the consolidated and separate financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an 
opinion on the effectiveness of the municipality’s internal control. An audit also includes evaluating 
the appropriateness of accounting policies used and the reasonableness of accounting estimates 
made by management, as well as evaluating the overall presentation of the consolidated and 
separate financial statements. 

5. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for 
my audit opinion. 
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Opinion 

6. In my opinion, the consoiidated and separate financiai statements present fairiy, in aii materiai 
respects, the financiai position of the Setsoto Locai Municipaiity and its municipai entities as at 
30 June 201 5 and their financiai performance and cash fiows for the year then ended, in 
accordance with SA standards of GRAP and the requirements of the MFMA, the Companies Act of 
South Africa and DoRA. 

Emphasis of matters 

7. I draw attention to the matters beiow. My opinion is not modified in respect of these matters. 

Restatement of corresponding figures 

8. As disciosed in note 55 to the financiai statements, the corresponding figures for 30 June 2014 
have been restated as a resuit of errors discovered during 2014-15 in the financiai statements of 
the Setsoto Locai Municipaiity at, and for the year ended, 30 June 2014. 

Materiai iosses 

9. As disciosed in note 49 to the financiai statements, materiai iosses of R16 658 061(2014: R21 690 
046) and R20 289 657 (2014; R12 952 459), respectiveiy, were incurred by the municipaiity as a 
resuit of distribution iosses reiating to eiectricity and water. 

Materiai impairments 

0. As disciosed in note 5 to the financiai statements, a provision for impairment of debtors amounting 
to R1 27 785 657 (201 4: R1 92 724 644) has been made with regard to consumer debts amounting 
to R246 820 305 (2014; R260 092 967). 

Going concern 

1 .Note 54 to the financiai statements indicates that Setsoto Locai Municipaiity has incurred a deficit of 
R161 021 852 (2014: R160 830 855). This matter, aiong with other matters as set forth in note 54, 
indicates the existence of a materiai uncertainty that may cast significant doubt on the municipaiity’s 
abiiity to operate as a going concern. 

Irregular expenditure 

2. As disciosed in note 47 to the financiai statements, the municipaiity incurred irreguiar expenditure of 
R33 449 533 (201 4: R74 744 1 36) during the year under review mainiy due to non-compiiance with 
suppiy chain management (SCM) requirements. 

Additional matter 

3.1 draw attention to the matter beiow. My opinion is not modified in respect of this matter. 

4. In terms of section 125(2)(e) of the MFMA, the municipaiity is required to disciose particuiars of non- 
compiiance with the MFMA. This disciosure requirement did not form part of the audit of the financiai 
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statements and, accordingly, I do not express an opinion thereon. 

Report on legal and regulatory requirements 

5. In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA) and the 
general notice issued in terms thereof, I have a responsibility to report findings on the reported 
performance information against predetermined objectives for selected key performance areas 
presented in the annual performance report, compliance with legislation and internal control. The 
objective of my tests was to identify reportable findings as described under each subheading, but not 
to gather evidence to express assurance on these matters. Accordingly, I do not express an opinion 
or conclusion on these matters. 

Predetermined objectives 

6.1 performed procedures to obtain evidence about the usefulness and reliability of the reported 
performance information for the following selected key performance areas presented in the annual 
performance report of the municipality for the year ended 30 June 2015: 

• KPA1 ; Infrastructure and service delivery on pages 43 to 121. 

17.1 evaluated the reported performance information against the overall criteria of usefulness and 
reliability. 

18.1 evaluated the usefulness of the reported performance information to determine whether it was 
presented in accordance with the National Treasury’s annual reporting principles and whether the 
reported performance was consistent with the planned key performance areas. I further performed 
tests to determine whether indicators and targets were well defined, verifiable, specific, 
measurable, time bound and relevant, as required by the National Treasury’s Framework for 
managing programme performance information (FMPPI). 

19.1 assessed the reliability of the reported performance information to determine whether it was valid, 
accurate and complete. 

20. The material findings in respect of the selected key performance areas are as follows: 

KPA 1 : infrastructure and services deiivery 

Usefulness of reported performance information 

21 .Section 54(1 )(c) of the MFMA determines that the service delivery and budget implementation plan 
adopted by the municipal council may be amended only if the council approves an adjustments 
budget. Changes to the service delivery and budget implementation plan in the year have to be 
made in accordance with the process as prescribed in section 28 of the MFMA. Material changes 
were made to the objectives, indicators and targets in the service delivery and budget 
implementation plan, without adoption thereof by the municipal council. This was due to lack of 
oversight from management side. 

22. Section 41 (c) of the Municipal Systems Act, 2000 (Act No. 32 of 2000) (MSA) requires the 

integrated development plan to form the basis for the annual report, therefore requiring consistency 
of objectives, indicators and targets between planning and reporting documents. A total of 62% of 
the reported objectives and 27% of the reported targets were not consistent with those in the 
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approved service delivery and budget implementation plan. This was due to inadequate monitoring 
and review by management in compiling planning and reporting documents. 

23. Performance indicators should be well defined by having clear definitions so that data can be 
collected consistently and is easy to understand and use, as required by the FMPPI. Significantly 
important indicators in relation to water, sanitation, electricity and solid waste were not well defined. 

Reliability of reported performance information 

24. The FMPPI requires auditees to have appropriate systems to collect, collate, verify and store 
performance information to ensure valid, accurate and complete reporting of actual achievements 
against planned objectives, indicators and targets. Significantly important targets were not reliable 
when compared to the source information or evidence provided. This was due to inadequate 
monitoring of the completeness of source documentation in support of actual achievements and 
infrequent review of the validity and accuracy of reported achievements against source 
documentation. 

Additional matters 

25.1 draw attention to the following matters. My conclusion is not modified in respect of this matters: 

Achievement of planned targets 

26. Refer to the annual performance report on pages 43 to 165 for information on the achievement of 
the planned targets for the year. This information should be considered in the context of the 
material findings on the usefulness and reliability of the reported performance information for the 
selected key performance areas reported in paragraphs 21 to 24 of this report. 

Adjustment of material misstatements 

27.1 identified material misstatements in the annual performance report submitted for auditing on the 
reported performance information for KPA 1 ; Infrastructure and services delivery. As management 
subsequently corrected only some of the misstatements, I raised material findings on the 
usefulness and reliability of the reported performance information 

Compliance with legislation 

28.1 performed procedures to obtain evidence that the municipality had complied with applicable 
legislation regarding financial matters, financial management and other related matters. My material 
findings on compliance with specific matters in key legislation, as set out in the general notice 
issued in terms of the PAA, are as follows: 

Strategic planning and performance management 

29. The KPIs set by the municipality did not include indicators on percentage of households with 
access to basic levels of water, sanitation, electricity and solid waste removal, as required by 
section 43(2) of the MSA and municipal planning and performance management regulation 10(a). 

30. Revisions to the service delivery and budget implementation plan were not approved by the council 
after the approval of the adjustments budget, as required by section 54(1 )(c) of the MFMA. 
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31 .The annual performance report for the year under review did not include measures taken to 
improve performance, as required by section 46 (1)(c) of the MSA. 

32. The performance management system and related controls relating to the planning, monitoring, 
measurement, review and reporting, and how it is conducted, organised and managed, were not 
maintained as required by sections 38 of the MSA and municipal planning and performance 
management regulation 7. 

Budgets 

33. Expenditure was incurred in excess of the limits of the amounts provided for in the votes of the 
approved budget, in contravention of section 15 of the MFMA. 

Annual financial statements and annual report 

34. The financial statements submitted for auditing were not prepared in all material respects in 
accordance with the requirements of section 122 of the MFMA. Material misstatements of non- 
current assets, expenditure and disclosure items identified by the auditors in the submitted financial 
statement were subsequently corrected and the supporting records were provided, resulting in the 
financial statements receiving an unqualified audit opinion. 

35. The oversight report, containing comments on the annual report, was not adopted by council within 
two months from the date on which the 2013-14 annual report was tabled, as required by section 
129(1) of the MFMA. 

Human resource management and compensation 

36. Sufficient appropriate audit evidence could not be obtained that job descriptions were established 
for all posts in which appointments were made in the current year, as required by section 66(1 )(b) 
of the MSA. 

Expenditure management 

37. Reasonable steps were not taken to prevent unauthorised expenditure, irregular expenditure, 
fruitless and wasteful expenditure, as required by section 62(1 )(d) of the MFMA. 

Procurement and contract management 

38. Goods and services with a transaction value of below R200 000 were procured without obtaining 
the required price quotations as required by SCM regulation 17(a) and (c). 

Asset management 

39. An adequate management, accounting and information system which accounts for assets was not 
in place, as required by section 63(2)(a) of the MFMA . 

40. An effective system of internal control for assets (including an asset register) was not in place, as 
required by section 63(2)(c) of the MFMA 
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Internal control 



41 .1 considered internal control relevant to my audit of the financial statements, annual performance 
report and compliance with legislation. The matters reported below are limited to the significant 
internal control deficiencies that resulted in the findings on the annual performance report and the 
findings on compliance with legislation included in this report. 

Leadership 

42. The leadership did not always exercise adequate oversight responsibility over compliance with 
legislation and performance information as well as financial reporting, resulting in material 
adjustments having to be made to the financial statements submitted for auditing, due to the slow 
response by management in addressing internal control deficiencies reported in the prior year 

Financial and performance management 

43. The financial statements were not properly reviewed for completeness and compliance with the 
reporting framework prior to submission for auditing. This resulted in findings relating to disclosure 
and application of the reporting framework. 

44. The municipality did not in all instances comply with applicable laws and regulations. No formal 
processes were in place to monitor compliance with legislation, which resulted in the number of 
reported non-compliance issues. Consequences for non-compliance with laws and regulations 
were inadequate. 

45. Inadequate review and monitoring by management during preparation of the annual report on 
predetermined objectives resulted in the material findings on predetermined objectives. 

The management of the municipality did not ensure that proper and complete asset registers were 

maintained during the year. This has resulted in asset registers that contained many errors and 

required various revisions during the audit to the extent that additional audit work had to be performed. 


Bloemfontein 
30 November 201 5 



AUDITOR-GENERAL 
SOUTH AFRICA 

Auditing to build public confidence 


T 6.2.3 


217 



The Audit opinion once again demonstrated that with more commitment from Councii, Senior 
Management, Middie Management, Supervisors and the entire workforce, the municipaiity wouid 
indeed receive a ciean audit. 

We need to work tireiessiy in addressing hose issued raised in the Audit and Management Report, and 
continue to impiement reievant internai controis to ensure that aii compiiance issues are adhered to 
and effectiveiy and efficientiy impiemented. 


Section 71 of the MFMA requires municipaiities to return a series of financiai performance data to the 
Nationai Treasury at specified intervais throughout the year. The Chief Financiai Officer states that 
these data sets have been returned according to the reporting requirements. 

Signed (Chief Financiai Officer) Dated 19 January 2015 

T 6.2.5 
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GLOSSARY 


Accessibility 

indicators 

Explore whether the intended beneficiaries are able to access services 
or outputs. 

Accountability 

documents 

Documents used by executive authorities to give “full and regular” 
reports on the matters under their control to Parliament and provincial 
legislatures as prescribed by the Constitution. This includes plans, 
budgets, in-year and Annual Reports. 

Activities 

The processes or actions that use a range of inputs to produce the 
desired outputs and ultimately outcomes. In essence, activities 
describe "what we do". 

Adequacy 

indicators 

The quantity of input or output relative to the need or demand. 

Annual Report 

A report to be prepared and submitted annually based on the 
regulations set out in Section 121 of the Municipal Finance 

Management Act. Such a report must include annual financial 
statements as submitted to and approved by the Auditor-General. 

Approved Budget 

The annual financial statements of a municipality as audited by the 
Auditor General and approved by council or a provincial or national 
executive. 

Baseline 

Current level of performance that a municipality aims to improve when 
setting performance targets. The baseline relates to the level of 
performance recorded in a year prior to the planning period. 

Basic municipal 
service 

A municipal service that is necessary to ensure an acceptable and 
reasonable quality of life to citizens within that particular area. If not 
provided it may endanger the public health and safety or the 
environment. 

Budget year 

The financial year for which an annual budget is to be approved - 
means a year ending on 30 June. 

Cost indicators 

The overall cost or expenditure of producing a specified quantity of 
outputs. 

Distribution 

indicators 

The distribution of capacity to deliver services. 

Financial 

Statements 

Includes at least a statement of financial position, statement of 
financial performance, cash-flow statement, notes to these statements 
and any other statements that may be prescribed. 

General Key 
performance 
indicators 

After consultation with MECs for local government, the Minister may 
prescribe general key performance indicators that are appropriate and 
applicable to local government generally. 

Impact 

The results of achieving specific outcomes, such as reducing poverty 
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and creating jobs. 

Inputs 

All the resources that contribute to the production and delivery of 
outputs. Inputs are "what we use to do the work". They include 
finances, personnel, equipment and buildings. 

Integrated 
Development Plan 
(IDP) 

Set out municipal goals and development plans. 

National Key 
performance areas 

• Service delivery & infrastructure 

• Economic development 

• Municipal transformation and institutional development 

• Financial viability and management 

• Good governance and community participation 

Outcomes 

The medium-term results for specific beneficiaries that are the 
consequence of achieving specific outputs. Outcomes should relate 
clearly to an institution's strategic goals and objectives set out in its 
plans. Outcomes are "what we wish to achieve". 

Outputs 

The final products, or goods and services produced for delivery. 

Outputs may be defined as "what we produce or deliver". An output is 
a concrete achievement (i.e. a product such as a passport, an action 
such as a presentation or immunization, or a service such as 
processing an application) that contributes to the achievement of a 

Key Result Area. 

Performance 

Indicator 

Indicators should be specified to measure performance in relation to 
input, activities, outputs, outcomes and impacts. An indicator is a type 
of information used to gauge the extent to 

which an output has been achieved (policy developed, presentation 
delivered, service rendered) 

Performance 

Information 

Generic term for non-financial information about municipal services 
and activities. Can also be used interchangeably with performance 
measure. 

Performance 

Standards: 

The minimum acceptable level of performance or the level of 
performance that is generally accepted. Standards are informed by 
legislative requirements and service-level agreements. Performance 
standards are mutually agreed criteria to describe how well work must 
be done in terms of quantity and/or quality and timeliness, to clarify the 
outputs and related activities of a job by describing what the required 
result should be. In this EPMDS performance standards are divided 
into indicators and the time factor. 

Performance 

Targets: 

The level of performance that municipalities and its employees strive 
to achieve. Performance Targets relate to current baselines and 
express a specific level of performance that a municipality aims to 





achieve within a given time period. 

Service Delivery 
Budget 

Implementation 

Plan 

Detailed plan approved by the mayor for implementing the 
municipality’s delivery of services; including projections of the revenue 
collected and operational and capital expenditure by vote for each 
month. Service delivery targets and performance indicators must also 
be included. 

Vote: 

One of the main segments into which a budget of a municipality is 
divided for appropriation of money for the different departments or 
functional areas of the municipality. The Vote specifies the total 
amount that is appropriated for the purpose of a specific department or 
functional area. 

Section 1 of the MFMA defines a “vote” as: 

a) one of the main segments into which a budget of a municipaiity is 
divided for the appropriation of money for the different departments or 
functionai areas of the municipaiity; and 

b) which specifies the totai amount that is appropriated for the 
purposes of the department or functionai area concerned 
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APPENDIX A - COUNCILLORS; COMMITTEE ALLOCATION AND COUNCIL 
ATTENDANCE 


Committees (Executive Committee) and Purposes of Committees 

Municipai Committees 

Purpose of Committee 

Section 79 Committees 

Municipal Audit and Performance Management 
Audit Committee 

To report to Council on issues of Audit and Performance 
Management 

MPAC (Municipal Public Accounts Committee) 

To investigate Audit Opinions and Outcomes in the Annual 
Report and prepare oversight report to Council. Also to 
investigate and recommend to Council on Irregular 

Expenditure. 

Risk Management Committee 

To report to Council on issues of Risk Management 

IDP Steering Committee 

To lead the IDP process 

Section 80 Committees 

Finance Committee 

Portfolio Committee with Chairperson as Member of 

Executive Committee. 

Infrastructure Committee 

Portfolio Committee with Chairperson as Member of 

Executive Committee 

Community Services and Social Development 
Committee 

Portfolio Committee with Chairperson as Member of 

Executive Committee 

Urban Planning and Housing Committee 

Portfolio Committee with Chairperson as Member of 

Executive Committee 

Admin & Human Resource Committee 

Portfolio Committee with Chairperson as Member of 

Executive Committee 

Internal Committees 

Bid Specifications Committees 

To develop Terms of Reference and Specifications for Bids - 







Appointment subject to need by MM. This is not a fixed 
committee. 

Bid Evaluations Committees 

To evaluation Bids in line with SCM requirements - 
Appointment subject to need by MM. This is not a fixed 
committee. 

Bid Adjudications Committee 

To adjudicate the Bid Evaluation Reports and either appoint 
or recommend to MM for appointment in line with Delegations 
and SCM requirements. Appointment subject to need by MM. 
This is not a fixed committee. 

Assets & Liability Committee 

This committee was established as an internal committee to 
consider the irregular expenditure based on the deviations 
and recommend for condonement or further investigation to 
MPAC and/or Council. 

Assets Disposal Committee 

To consider reports relating to obsolete assets and disposals. 

Local Labour Forum 

To deal with all issues affecting labour within the Municipality. 

Training & Employment Equity Committee 

To consider the issues of Annual Training Report, Skills 
Development Plan and Trainings as well as the Employment 
Equity Programme. 

IT Steering Committee 

To discuss and be accountable for the municipality’s ICT 
environment and ensure that ICT conforms to legislation. 
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APPENDIX B - WARD REPORTING 


Ward Reporting: Functionality of Ward Committees 

Ward 

Number 

Name of Ward 
Councillor and 
elected Ward 
committee 
members 

Committee 
established 
(Yes / No) 

Number of 
monthly 
Committee 
meetings held 
during the year 

Number of 
monthly 
reports 
submitted to 
Speakers 
Office on time 

Number of 
quarterly 
public ward 
meetings 
held during 
year 

1 

Councillor Mothibeli 

Yes 

7 

7 


2 

Councillor Mohapi 

Yes 

2 

2 


3 

Councillor 

Mthimkulu 

Yes 

3 

3 


4 

Councillor 

Mokhuoane 

Yes 

0 

0 


5 

Councillor Motsei 

Yes 

0 

0 


6 

Councillor Selasi 

Yes 

0 

0 


7 

Councillor 

Mabeleng 

Yes 

1 

1 


8 

Councillor Jakobo 

Yes 

0 

0 


9 

Councillor Nakasi 

Yes 

0 

0 


10 

Councillor Bath 

Yes 

0 

0 


11 

Councillor Koalane 

Yes 

1 

1 


12 

Councillor Hlakane 

Yes 

0 

0 


13 

Councillor Thamae 

Yes 

10 

10 


14 

Councillor Makae 

Yes 

0 

0 


15 

Councillor 

Makhalanyane 

Yes 

0 

0 


16 

Councillor Mohala 

Yes 

3 

3 


17 

Councillor Kere 

Yes 

5 

5 


18 

Councillor 

Mavaleliso 

Yes 

1 

1 
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APPENDIX C - DISCLOSURES OF FINANCIAL INTERESTS 


Disclosures of Financial Interests 

Period 1 July to 30 June of Year 0 (Current Year) 

Position 

Name 

Description of Financial interests* (Nil / Or details) 

Mayor 

Jakobo T B 

08 Cattle valued at R40 000.00; 04 Calves valued at R6 000.00; Land 
and Property at Roamed Clocolan valued at R300 000.00 


0 ) 

0 ) 

Koalane E K 

Nil 


Mthimkulu L 

Nil 


E 

E 

Makae T E 

Nil 


o 

o 

(1) 

> 

Makhalanyane T 

G 

Land and property-Erf 1413 valued at R15 000.00; Land and Property at 
1413 valued at R400 000.00 


3 

U 

0 ) 

X 

Mahlangu A M 

Nil 


Strydom E P 

2 000 shares with SANLAM valued at R140 000.00; 200 shares with Old 


UJ 

o 


Mutual valued at R60 000.00; Directorship and Partnerships; Marquard 
Retirement Village; Remuneration Work income of R20 000 p/m; Land 


(U 

Si 

E 

0 ) 

5 


and Property at B and G Butchery in Marquard valued at R 2 000 

000.00; Land and Property Residence at 6 Maree Street in Marquard 
valued at R1 000 000.00; Land and Property Farm in Senekal valued at 




RIO 000 000.00 



Mohapi L D 

Nil 



Mokhuoane S K 

Land and Property Stand Number 517 at Matwabeng valued at R30 
000.00 



Selasi W M 

Nil 



Mabeleng M 

Nil 



Nakasi C M 

Nil 



Bath R H 

Land and Property House measuring 377m2 valued at R300 000.00 in 
Ficksburg; Units with Allan Gray valued at R1 100 000.00 



Hlakane M M 

Nil 



Thamae P M 

Nil 

(A 


Mohala V 

Directorship and Partnerships at Antie's Projects and Catering; 
Directorships and Partnerships at Mehopung Cooperative; Land and 
Property House Number 1082 in Meqheleng valued at R86 000.00; Land 
and Property Site Number 1082 valued at R17 000.00 

O 


Kere L F 

Nil 

o 

c 


Mavaleliso 1 P 

Nil 

3 

o 


Maduna S M 

Land and Property House valued at R700 000.00 

o 


Semahia H M 

Nil 



Maphisa M M 

Nil 



Muso M T 

Nil 



Tsolo T J 

Nil 



Malebo D M 

Land and Property House in Meqheleng valued at R50 000.00 



Mohlomi M P 

Land and Property Renting Municipal Camp 4; Land and Property House 
at 2644 in Meqheleng valued at R250 000.00 



Fuso S S 

Nil 



Raboroko J M 

Nil 



Mohase V T 

Nil 



Setai J L 

Directorships and partnerships at Setai Group of Companies-HR 
Consultancy and General; Directorships and Partnerships at Setai 

Sibeko Properties-Accommodation 



Marwick P C 

500 shares with REINET; 1 000 shares with SASOL; Remunerated work 




Veterinary; Land and Property valued at R1 000 000.00; Land and 
Property valued at R500 000.00; Land and Property valued at R6 

000.00; Land and Property valued at 7 500.00 

Position 

Name 

Description of Financiai interests*(Nii / Or detaiis) 

Counciiiors 



Du Toit J B 

Several Investments valued at R1 000 000.00 Directorships and 
Partnerships Langskip Beleggings valued at R100 000.00 pa; 

Directorships and Partnerships Du Toit Louw Botha valued at R800 
000.00; Land and Property at 2 Mossie Street Ficksburg valued at R1 

200 000.00 

Lubbe M C 

Consultancies and Retainerships Nelelofse Inc valued at R100 000.00; 
Remunerated Work Self Employed Farmer valued at R86 000.00; Land 
and Property House 10 A Bell Street Senekal valued at R800 000.00 

Bester C A 

Land and property Number 4 De Villiers Street in Senekal 

Municipai 

Manager 

Ramakarane 

STR 

300 shares with Old Mutual at R9.00 each; Directorships and Partners at 
Tshepiso Family Trust; Land and Property Housese in Bloemfontein 
valued at R5 500 000.00; land and Property Townhouse in Bloemfontein 
valued at R400 000.00; Land and Property House in Qwaqwa valued at 
R200 000.00 

Chief 

Financiai 

Officer 

Banda T G 

Land and property House in Vanderbilj Park valued at R1 500 000.00; 
Directorships and Partnerships Tshepong Project Managers; 

Directorships and Partnerships Katjene Air Conditioning; Directorship 
and Partnerships Gabbing Management Shared Services; Directorships 
and Partnerships Dikgetho Cooling Services; Directorships and 
Partnerships Maemo Business Processes; Directorships and 

Partnerships Stardom Management; Directorships and Partnerships 
Govderve Distribution; Directorships and Partnerships Gab and 
Associates; Directorships and Partnerships Sopreme Liquor Dealer; 
Directorships and Partnershipsl-Africa transport Services; Directorships 
and PartnershipsBhekane General Distribution; Directorships and 
Partnerships Reikagile General Construction; Directorships and 
Partnerships Concren Traders 

Director 

Corporate 

Services 

Masejane T P 

500 shares with Multichoice valued at R25 000.00; 276 shares with MTM 
valued at R62 000.00; 260 shares with AVG valued at R288.96; 150 
shares with TEXCO valued at R1 553.00; 21 9 shares with SACORP 
valued at R2 609.65; Directorships and Partnerships Itshwareleng 

Property Development; Land and Property in Bethlehem valued at R400 
000.00 

Director 
Deveiopment 
Pianning and 
Sociai 

Security 

Ntheli M B 

Nil 

Director 

Engineering 

Services 

Zondi T F 

Gifts/Rewards Jacket from Melitus Consulting valued at R1 50.00; 
Gifts/Rewards Jacket from C-Pack valued at R1 50.00; Land and 

Property at 52 De Jager Street valued at R750 000.00; Land and 

Property house at 58 De Waal Drive in Petermaritzburg valued at R400 
000.00 


Municipal Manager 

Ramakarane STR 

300 shares with Old Mutual at 
R9.00 each; Directorships and 
Partners at Tshepiso Family 

Trust; Land and Property Flouse 
in Bloemfontein valued at R5 500 
000.00; land and Property 
Townhouse in Bloemfontein 
valued at R400 000.00; Land 
and Property Flouse in Owaqwa 
valued at R200 000.00 

Chief Financial Officer 

Banda T G 

Land and property House in 
Vanderbilj Park valued at R1 500 
000.00; Directorships and 
Partnerships Tshepong Project 
Managers; Directorships and 
Partnerships Katjene Air 
Conditioning; Directorship and 
Partnerships Gabing 

Management Shared Services; 
Directorships and Partnerships 
Dikgetho Cooling Services; 
Directorships and Partnerships 
Maemo Business Processes; 
Directorships and Partnerships 
Stardom Management; 
Directorships and Partnerships 
Govderve Distribution; 
Directorships and Partnerships 
Gab and Associates; 

Directorships and Partnerships 
Supreme Liquor Dealer; 
Directorships and Partnerships- 
Africa transport Services; 
Directorships and Partnerships 
Bhekane General Distribution; 
Directorships and Partnerships 
Reikagile General Construction; 
Directorships and Partnerships 
Concren Traders 

Director Corporate Services 

Masejane T P 

500 shares with Multichoice 
valued at R25 000.00; 276 
shares with MTM valued at R62 
000.00; 260 shares with AVG 
valued at R288.96; 150 shares 
with TEXCO valued at R1 

553.00; 219 shares with 

SACORP valued at R2 609.65; 
Directorships and Partnerships 
Itshwareleng Property 
Development; Land and Property 
in Bethlehem valued at R400 
000.00 

Director Development Planning and 
Social Security 

Ntheli M B 

Nil 


Director Engineering Services 


Zondi T F 


Gifts/Rewards Jacket from 
Meiitus Consuiting vaiued at 
R1 50.00; Gifts/Rewards Jacket 
from C-Pack vaiued at R1 50.00; 
Land and Property at 52 De 
Jager Street vaiued at R750 
000.00; Land and Property 
house at 58 De Waai Drive in 
Pietermaritzburg vaiued at R400 
000.00 
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Setsoto Local Municipality Consolidated Annual Financial Statements 

(Registration number Municipal demarcation code FS191) 

Financial Statements for the year ended 30 June 2015 

Accounting Officer's Responsibilities and Approval 


The accounting officer is required by the Municipal Finance Management Act, to maintain adequate accounting 
records and is responsible for the content and integrity of the financial statements and related financial information 
included in this report. It is the responsibility of the accounting officer to ensure that the financial statements fairly 
present the state of affairs of the municipality as at the end of the financial year and the results of its operations and 
cash flows for the period then ended. The external auditors are engaged to express an independent opinion on the 
financial statements and was given unrestricted access to all financial records and related data. 

The financial statements have been prepared in accordance with Standards of Generally Recognised Accounting 
Practice (GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards Board. 

The financial statements are based upon appropriate accounting policies consistently applied and supported by 
reasonable and prudent judgements and estimates. 

The accounting officer acknowledges that he is ultimately responsible for the system of internal financial control 
established by the economic entity and place considerable importance on maintaining a strong control environment. 
To enable the accounting officer to meet these responsibilities, the accounting officer sets standards for internal 
control aimed at reducing the risk of error or deficit in a cost effective manner. The standards include the proper 
delegation of responsibilities within a clearly defined framework, effective accounting procedures and adequate 
segregation of duties to ensure an acceptable level of risk. These controls are monitored throughout the economic 
entity and all employees are required to maintain the highest ethical standards in ensuring the economic entity’s 
business is conducted in a manner that in all reasonable circumstances is above reproach. The focus of risk 
management in the economic entity is on identifying, assessing, managing and monitoring all known forms of risk 
across the economic entity. While operating risk cannot be fully eliminated, the economic entity endeavours to 
minimise it by ensuring that appropriate infrastructure, controls, systems and ethical behaviour are applied and 
managed within predetermined procedures and constraints. 

The accounting officer is of the opinion, based on the information and explanations given by management, that the 
system of internal control provides reasonable assurance that the financial records may be relied on for the 
preparation of the financial statements. However, any system of internal financial control can provide only reasonable, 
and not absolute, assurance against material misstatement or deficit. 

The accounting officer has reviewed the economic entity’s cash flow forecast for the year to 30 June 2016 and, in the 
light of this review and the current financial position, he is satisfied that the economic entity has or has access to 
adequate resources to continue in operational existence for the foreseeable future. 

The financial statements are prepared on the basis that the municipality is a going concern and that the Setsoto 
Municipality has neither the intention nor the need to liquidate or curtail materially its scale. 

Although the accounting officer are primarily responsible for the financial affairs of the municipality, they are 
supported by the economic entity's external auditors. 

The external auditors are responsible for independently reviewing and reporting on the economic entity's financial 
statements. The financial statements have been examined by the economic entity's external auditors and their report 
is presented on page 7. 

The financial statements set out on pages 8 to 98, which have been prepared on the going concern basis (Please 
refer to Note 5“# were approved by the accounting officer on 30 September 2015 : 


Mr. STR Ramakarane 
Accounting Officer 


30 September 2015 
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Setsoto Local Municipality Consolidated Annual Financial Statements 

(Registration number Municipal demarcation code FS191) 

Financiai Statements for the year ended 30 June 2015 

Audit & Performance Audit Committee Report 


We are pieased to present our report for the financial year ended 30 June 2015. 

Audit committee members and attendance 

The audit committee consists of the members iisted hereunder and should meet at ieast 4 times per annum as per its 
approved terms of reference. During the current year 6 number of meetings were held. 

Name of member Number of meetings attended 

Dr N Maharai (Chairperson) - Resigned 6 May 2015 3 

Mr. H B Mathibela (Chairperson)- Appointed 20 May 2015 6 

Mr. T Zororo 3 

Mr. D S Moletsane 6 

Mr. S P Simelane 5 

Ail members are independent, with no interest in the management or conduct of the business of the Municipality and 
the members of the Audit and Performance Audit Committee were appointed on the 1 1 December 2013. The 
Chairperson resigned on 6 May 2015 and Council accepted her resignation on 20 May 2015. A new chairperson was 
also appointed in the same Council meeting of 20 May 2015. 

Audit and Performance Committee responsibility 

The Audit and Performance Audit Committee reports complies with its responsibilities arising from section 166{2)(a) 
and (b) of the MFMA. 

The Audit and Performance Audit Committee has adopted appropriate formal terms of reference as its Audit and 
Performance Committee charter, has regulated its affairs in compliance with this charter and has discharged all its 
responsibilities as contained therein. 

The effectiveness of internal control 

The system of internal controls applied by the municipality over financial and risk management is considered 
generally adequate in design and is partially ineffective in its implementation on some entities and this was evident by 
the reasonable assurance given by the Internal Audit Unit. However, there is a vast improvements on some internal 
controls. The identification of corrective actions and suggested enhancements to the controls were done through risk 
management process and interaction with management on the action plan on audited report. 

Evaluation of financial statements 

The Audit and Performance Audit Committee has: 

• reviewed and discussed the unaudited financial statements that will be presented to the Auditor-General 
South Africa; 

• reviewed changes in accounting policies and practices; 

• reviewed the adjustment made which appear on notes of prior period error and re-classification 

Internal audit 

The Audit and Performance Audit Committee is satisfied that the internal audit function is operating effectively and 
that it has addressed the risks pertinent to the economic entity and its audits. 

Auditor-General of South Africa 

The Audit and Performance Audit Committee has met with the Auditor-General of South Africa to ensure that there 
are no unresolved issues. 


Chairperson of the Audit and Performance Audit 
Committee 


Date: 
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AUDITOR-OENERAL 


Report of the Auditor General 


To the Provincial Legislature of Setsoto Local Municipality Consolidated Annual Financial Statements 


Report on the financial statements 

This report will be inserted after the completion of the audit. 


Auditor-General of South Africa (AGSA) 
Registered Auditors 
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Setsoto Local Municipality Consolidated Annual Financial Statements 

(Registration number Municipal demarcation code FS191) 

Financiai Statements for the year ended 30 June 2015 

Accounting Officer's Report 


The accounting officer submits his report for the year ended 30 June 2015. 

1 . Review of activities 
Main business and operations 

The economic entity is a local authority providing municipal services and maintaining the best interest of the community in 
the Setsoto Municipai area. 

The operating results and state of affairs of the municipaiity are fuiiy set out in the attached financial statements. 

Net deficit of the economic entity was R 161,021,852 (2014: deficit R 160,979,093). 

2. Going concern 

We draw attention to the fact that at 30 June 2015, the municipaiity had accumulated surplus of R 3,341,949,228 and 
that the municipality’s total assets exceed its iiabilities by R 3,341,949,228. 

The financiai statements have been prepared on the basis of accounting poiicies applicable to a going concern. This 
basis presumes that funds wili be available to finance future operations and that the realisation of assets and 
settiement of liabilities, contingent obligations and commitments wili occur in the ordinary course of business. 

The ability of the municipality to continue as a going concern is dependent on a number of factors. The most 
significant of these is that the accounting officer continue to procure funding for the ongoing operations for the 
municipality. 

The municipality operate on a favourabie bank balance for the financiai year. 

The municipality is aware of the debtors that is increasing and the reduction of it will be the implementation of the 
revenue enhancement strategy that has been approved by Councii and it was impiemented in the current financiai in 
phases and it will have an affect on the cash flow forecast for financial year 30 June 2016. 

3. Subsequent events 

The accounting officer is not aware of any matter or circumstance arising since the end of the financiai year that 
wouid impact on the financial results as disclosed in these financial statements. 

4. Accounting Officer’s interest in contracts 

The Accounting Officer had no interest in any contracts. 

5. Accounting policies 

The financial statements prepared in accordance with the South African Standards of Generally Recognized 
Accounting Practices (GRAP), including any interpretations of such Statements issued by the Accounting Practices 
Board, and in accordance with the prescribed Standards of Generally Recognised Accounting Practices (GRAP) 
issued by the Accounting Standards Board as the prescribed framework by National Treasury. 

6. Retirement benefit obligation 

The valuation in line with the requirements of GRAP 25 and have determined the items required for disclosure in 
terms of this standard. 

Refer to note 21 for detail about this valuations. 

7. Non-current assets 

There were no major changes in the nature of the non-current assets of the municipality during the year . 

8. Accounting Officer 

The accounting officer of the municipality during the year and to the date of this report is: 
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Setsoto Local Municipality Consolidated Annual Financial Statements 

(Registration number Municipal demarcation code FS191) 

Financial Statements for the year ended 30 June 2015 

Accounting Officer's Report 


Name Nationality 

Mr. STR Ramakarane RSA 

9. Interest in controlled entities 

Name of controlled entity Country of incorporation if not the Net income (loss) after 

RSA tax 

Setsoto Integrated Dairy Proprietary Limited RSA (1,315) 

Council decided to disestablish the Setsoto Integrated Dairy Propietary Limited on a Council Meeting dated 31 March 
201 5, The only transactions were bank charges. 

10. Auditors 

Auditor-General of South Africa (AGSA) will continue m office for the next financial period. 
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Setsoto Local Municipality Consolidated Annual Financial Statements 

(Registration number Municipai demarcation code FS191) 

Financial Statements for the year ended 30 June 2015 


Statement of Financial Position as at 30 June 2015 




Economic entity 

Controlling entity 



2015 

2014 

2015 

2014 


Note(s) 

R 

R 

R 

R 

Assets 






Current Assets 






Inventories 

3 

4,122,319 

3,992,369 

4,122,319 

3,992,369 

Trade and Other Receivables from 

5 

95,673,547 

59,871,293 

95,673,547 

59,871,293 

Exchange Transactions 






Receivables from non-exchange 

6 

31,422,447 

17,866,887 

31,422,447 

17,866,887 

transactions 






VAT receivable 

7 

41,632,897 

55,371,821 

41,632,897 

55,371,821 

Current portion of Receivables 

8 

- 

1,294 

- 

1,294 

Cash and cash equivalents 

9 

3,702,108 

12,598,950 

3,702,108 

12,597,635 



176,553,318 

149,702,614 

176,553,318 

149,701,299 

Non-Current Assets 






Investment property 

10 

70,447,218 

76,210,633 

70,447,218 

76,210,633 

Property, plant and equipment 

11 

3,198,146,797 

3,401,214,710 

3,198,146,797 

3,401,214,710 

Intangible assets 

12 

3,477,031 

2,693,453 

3,477,031 

2,693,453 

Fleritage assets 

13 

15,385,903 

15,385,903 

15,385,903 

15,385,903 

Other financial assets 

4 

3,105,173 

2,599,033 

3,105,173 

2,599,033 



3,290,562,122 

3,498,103,732 

3,290,562,122 

3,498,103,732 

Total Assets 


3,467,115,440 

3,647,806,346 

3,467,115,440 

3,647,805,031 

Liabilities 






Current Liabilities 






Other financial liabilities 

14 

541,222 

477,638 

541 ,222 

477,638 

Payables from exchange transactions 

16 

52,922,873 

42,745,589 

52,922,873 

42,745,589 

VAT Payable 

17 

- 

29,290,116 

- 

29,290,116 

Consumer deposits 

18 

2,429,002 

2,282,424 

2,429,002 

2,282,424 

Unspent conditional grants and receipts 

19 

806,883 

4,320,809 

806,883 

4,320,809 

Provisions 

20 

1,207,000 

1,168,000 

1,207,000 

1,168,000 



57,906,980 

80,284,576 

57,906,980 

80,284,576 

Non-Current Liabilities 






Other financial liabilities 

14 

6,284,291 

6,825,513 

6,284,291 

6,825,513 

Employee benefit obligation 

21 

43,612,805 

41,184,805 

43,612,805 

41,184,805 

Provisions 

20 

17,362,136 

16,493,836 

17,362,136 

16,493,836 



67,259,232 

64,504,154 

67,259,232 

64,504,154 

Total Liabilities 


125,166,212 

144.788,730 

125,166,212 

144,788,730 

Net Assets 


3,341,949.228 

3,503,017,616 

3,341,949,228 

3,503,016,301 

Share capital / contributed capital 


100 

100 

- 

- 

Accumulated surplus 

59 

3,341,949,128 

3,503,017,516 

3,341,949,228 

3,503,016,301 

Total Net Assets 


3,341,949,228 

3,503,017,616 

3,341,949,228 

3,503,016,301 



Setsoto Local Municipality Consolidated Annual Financial Statements 

(Registration number Municipal demarcation code FS191) 

Financial Statements for the year ended 30 June 2015 


Statement of Financial Performance 




Economic entity 

Controlling entity 



2015 

2014 

2015 

2014 


Note(s) 

R 

R 

R 

R 

Revenue 






Revenue from exchange transactions 






Service charges 

22 

137,434,425 

110,345,834 

137,434,425 

110,345,834 

Rental of facilities and equipment 

23 

1,298,235 

701,364 

1,298,235 

701,364 

Licences and permits 


13,553 

21,064 

13,553 

21,064 

Sale of land 


824,007 

286,297 

824,007 

286,297 

Insurance Claims 


306,953 

28,236 

306,953 

28,236 

Other income 

24 

8,612,732 

17,392,176 

8,612,732 

17,392,176 

Interest earned 

25 

22,451,377 

22,291,885 

22,451,377 

22,291,885 

Dividends received 

25 

32,189 

29,974 

32,189 

29,974 

Total revenue from exchange 


170,973,471 

151,096,830 

170,973,471 

151,096,830 

transactions 






Revenue from non-exchange 






transactions 






Taxation revenue 






Property rates 

26 

32,146,757 

33,441,460 

32,146,757 

33,441,460 

Transfer revenue 






Government grants & subsidies 

27 

250,595,751 

269,010,866 

250,595,750 

269,010,866 

Fines, Penalties and Forfeits 


1,926,679 

1,428,150 

1,926,679 

1,428,150 

Total revenue from non-exchange 


284,669,187 

303,880,476 

284,669,186 

303,880,476 

transactions 






Total revenue 

28 

455,642,658 

454,977,306 

455,642,657 

454,977,306 

Expenditure 






Employee related costs 

29 

(154,017,291) 

(133,588,388) 

(154,017,291) 

(133,588,388) 

Remuneration of councillors 

30 

(9,884,247) 

(9,431,747) 

(9,884,247) 

(9,431,747) 

Depreciation and amortisation 

32 

(261,821,514) 

(263,680,280) 

(261,821,514) 

(263,680,280) 

Impairment Traffic Fines 

33 

(23,597,328) 

(1,052,928) 

(23,597,328) 

(1,052,928) 

Finance costs 

34 

(918,796) 

(1,041,054) 

(918,796) 

(1,041,054) 

Lease rentals on operating lease 

57 

(8,529,014) 

(8,512,523) 

(8,529,014) 

(8,512,523) 

Debt Impairment 

35 

(25,097,238) 

(57,167,595) 

(25,097,238) 

(57,167,595) 

Collection costs 


(18,622) 

(763,607) 

(18,622) 

(763,607) 

Repairs and maintenance 


(20,653,298) 

(19,843,289) 

(20,653,298) 

(19,843,289) 

Bulk purchases 

36 

(53,594,386) 

(52,561,888) 

(53,594,386) 

(52,561,888) 

Contracted services 

37 

(7,582,086) 

(7,259,404) 

(7,582,086) 

(7,259,404) 

Transfers and Subsidies 

38 

(2,606,556) 

(3,876,829) 

(2,606,556) 

(3,876,829) 

Loss on disposal of assets 

39 

(87,524) 

(5,670,141) 

(87,524) 

(5,670,141) 

General Expenses 

40 

(48,256,610) 

(51,358,488) 

(48,255,295) 

(51,354,429) 

Total expenditure 


(616,664,510) 

(615,808,161) 

(616,663,195) 

(615,804,102) 

Operating deficit 


(161,021,852) 

(160,830,855) 

(161,020,538) 

(160,826,796) 

Deficit for the year 


(161,021,852) 

(160,830,855) 

(161,020,538) 

(160,826,796) 
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Setsoto Local Municipality Consolidated Annual Financial Statements 

(Registration number Municipal demarcation code FS191) 

Financial Statements for the year ended 30 June 2015 


Statement of Changes in Net Assets 



Share capital / 
contributed 
capital 

R 

Accumulated 

surplus 

R 

Total net 
assets 

R 

Economic entity 

Balance at 01 July 201 3 

100 

3,662,967,531 

3,662,967,631 

Changes in net assets 

Corrections effecting previous years 

. 

1,690 

1,690 

Heritage Assets in terms of GRAP 1 03 accounted for: 

- 

879,150 

879,150 

Net income (losses) recognised directly in net assets 

- 

880,840 

880,840 

Surplus for the year 

- 

(160,830,855) 

(160,830,855) 

Total recognised income and expenses for the year 

- 

(159,950,015) 

(159,950,015) 

Total changes 

- 

(159,950,015) 

(159,950,015) 

Balance at 01 July 2014 

100 

3,503,017,514 

3,503,017,614 

Changes in net assets 

Corrections effecting previous years 

- 

(46,534) 

(46,534) 

Net income (losses) recognised directly in net assets 

- 

(46,534) 

(46,534) 

Surplus for the year 

- 

(161,021,852) 

(161,021,852) 

Total recognised income and expenses for the year 

- 

(161,068,386) 

(161,068,386) 

Total changes 

- 

(161,068,386) 

(161,068,386) 

Balance at 30 June 2015 

100 

3,341,949,128 

3,341,949,228 

Note(s) 

Controlling entity 

Balance at 01 July 2013 


3,662,962,257 

3,662,962,257 

Changes in net assets 

Corrections effecting previous years 

_ 

1,690 

1,690 

Heritage Assets in terms of GRAP 103 accounted for: 

- 

879,150 

879,150 

Net income (losses) recognised directly in net assets 

- 

860,840 

880,840 

Surplus/(deficit) for the year 

- 

(160,826,796) 

(160,826,796) 

Total recognised income and expenses for the year 

- 

(159,945,956) 

(159,945,956) 

Total changes 

- 

(159,945,956) 

(159,945,956) 

Balance at 01 July 2014 

- 

3,503,016,299 

3,503,016,299 

Changes in net assets 

Corrections effecting previous years 

- 

(46,534) 

(46,534) 

Net income (losses) recognised directly in net assets 

- 

(46,534) 

(46,534) 

Surplus/(deficit) for the year 

- 

(161,020,537) 

(161,020,537) 

Total recognised income and expenses for the year 

- 

(161,067,071) 

(161,067,071) 

Total changes 

- 

(161,067,071) 

(161,067,071) 

Balance at 30 June 2015 

- 

3,341,949,228 

3,341,949,228 
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Setsoto Local Municipality Consolidated Annual Financial Statements 

(Registration number Municipal demarcation code FS191) 

Financial Statements for the year ended 30 June 2015 


Cash Flow Statement 




Economic entity 

Controlling entity 



2015 

2014 

2015 

2014 


Note(s) 

R 

R 

R 

R 

Cash flows from operating activities 






Receipts 

Property Rates 


28,724,981 

29,361,027 

28,724,981 

29,361,027 

Sale of goods and services 


158,900,512 

85,433,373 

158,900,512 

85,433,373 

Grants 


250,595,750 

270,948,426 

250,595,750 

270,948,426 

Interest income 


2,457,920 

2,902,981 

2,457,920 

2,902,981 

Dividends received 


32,189 

29,974 

32,189 

29,974 

Other receipts 


12,982,159 

19,857,287 

12,982,159 

19,857,287 



453,693,511 

408,533,068 

453,693,511 

408,533,068 

Payments 

Employee costs 


(163,901,538) 

(143,020,135) 

(163,901,538) 

(143,020,135) 

Suppliers 


(220,427,101) 

(170,667,391) 

(220,425,786) 

(170,663,332) 

Finance costs 


(918,796) 

(1,041,054) 

(918,796) 

(1,041,054) 

Other cash item 


(227,323) 

- 

(227,323) 

- 



(385,474,758) 

(314,728,580) 

(385,473,443) 

(314,724,521) 

Net cash flows from operating activities 

41 

68,218,753 

93,804,488 

68,220,068 

93,808,547 

Cash flows from investing activities 






Purchase of property, plant and equipment 

11 

(74,539,120) 

(91,616,402) 

(74,539,120) 

(91,616,402) 

Disposal of property, plant and equipment 

11 

150,523 

6,379,055 

150,523 

6,379,055 

Purchase of investment property 

10 

- 

(1,699,615) 

- 

(1,699,615) 

Purchase of other intangible assets 

12 

(1,655,696) 

(2,047,225) 

(1,655,696) 

(2,047,225) 

Purchases of heritage assets 

13 

- 

(879,150) 

- 

(879,150) 

Proceeds from sale of financial assets 


(506,140) 

(392,422) 

(506,140) 

(392,422) 

Proceeds from sale of non current 
receivables an loss on sale of assets 


(87,524) 

(5,670,141) 

(87,524) 

(5,670,141) 

Purchase of other asset 2 


- 

(1 ,049,355) 

- 

(1,049,355) 

Net cash flows from investing activities 


(76,637,957) 

(96,975,255) 

(76,637,957) 

(96,975,255) 

Cash flows from financing activities 






Repayment of other financial liabilities 


(477,638) 

(419,800) 

(477,638) 

(419,800) 

Finance lease payments 


- 

(703,212) 

- 

(703,212) 

Net cash flows from financing activities 


(477,638) 

(703,212) 

(477,638) 

(1,123,012) 

Net increase/(decrease) in cash and cash 
equivalents 


(8,896,842) 

(3,873,979) 

(8,895,527) 

(4,289,720) 

Cash and cash equivalents at the beginning 
of the year 


12,590,950 

16,472,929 

12,597,635 

16,887,355 

Cash and cash equivalents at the end of 
the year 

9 

3,702,108 

12,598,950 

3.702,108 

12,597,635 
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Accounting Policies 


1. Presentation of Financial Statements 

The financial statements have been prepared in accordance with the Standards of Generally Recognised Accounting 
Practice (GRAP), issued by the Accounting Standards Board in accordance with Section 122(3) of the Municipal 
Finance Management Act (Act 56 of 2003). 

These financial statements have been prepared on an accrual basis of accounting and are in accordance with 
historical cost convention as the basis of measurement, unless specified otherwise. They are presented in South 
African Rand. 

A summary of the significant accounting policies, which have been consistently applied in the preparation of these 
financial statements, are disclosed below. 

1.1 Presentation currency 

These financial statements are presented in South African Rand, which is the functional currency of the economic 
entity. 

1 .2 Significant judgements and sources of estimation uncertainty 

In preparing the financial statements, management is required to make estimates and assumptions that affect the 
amounts represented in the financial statements and related disclosures. Use of available information and the 
application of judgement is inherent in the formation of estimates. Actual results in the future could differ from these 
estimates which may be material to the financial statements. Significant judgements include: 

Trade receivables / Held to maturity investments and/or loans and receivables 

The economic entity assesses its trade receivables, held to maturity investments and loans and receivables for 
impairment at the end of each reporting period. In determining whether an impairment loss should be recorded in 
surplus or deficit, management makes judgements as to whether there is observable data indicating a measurable 
decrease in the estimated future cash flows from a financial asset. 

The impairment for trade receivables, held to maturity investments and loans and receivables is calculated on a 
portfolio basis, based on historical loss ratios, adjusted for national and industry-specific economic conditions and 
other indicators present at the reporting date that correlate with defaults on the portfolio. These annual loss ratios are 
applied to loan balances in the portfolio and scaled to the estimated loss emergence period. 

Allowance for slow moving, damaged and obsolete stock 

An allowance for stock to write stock down to the lower of cost or net realisable value. Management have made 
estimates of the selling price and direct cost to sell on certain inventory items. The write down is included in the 
operation surplus note. 

Fair value estimation 

The fair value of financial instruments traded in active markets (such as trading and available-for-sale securities) is 
based on quoted market prices at the end of the reporting period. The quoted market price used for financial assets 
held by the economic entity is the current bid price. 

The carrying value less impairment provision of trade receivables and payables are assumed to approximate their fair 
values. The fair value of financial liabilities for disclosure purposes is estimated by discounting the future contractual 
cash flows at the current market interest rate that is available to the economic entity for similar financial instruments. 
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1.2 Significant judgements and sources of estimation uncertainty (continued) 

Impairment testing 

The recoverable amounts of cash-generating units and individual assets have been determined based on the higher of 
value-in-use calculations and fair values less costs to sell. These calculations require the use of estimates and 
assumptions. It is reasonably possible that the assumption may change which may then impact our estimations and 
may then require a material adjustment to the carrying value of goodwill and tangible assets. 

The economic entity reviews and tests the carrying value of assets when events or changes in circumstances suggest 
that the carrying amount may not be recoverable. In addition, goodwill is tested on an annual basis for impairment. 
Assets are grouped at the lowest level for which identifiable cash flows are largely independent of cash flows of other 
assets and liabilities. If there are indications that impairment may have occurred, estimates are prepared of expected 
future cash flows for each group of assets. Expected future cash flows used to determine the value in use of goodwill 
and tangible assets are inherently uncertain and could materially change overtime. They are significantly affected by 
a number of factors. 

Provisions 

Provisions were raised and management determined an estimate based on the information available. Provisions are 
measured at the management's best estimate of the expenditure required to settle the obligation at reporting date, 
and are discounted to the present value where the time value effect is material. Additional disclosure of these 
estimates of provisions are included in note 20 - Provisions. 

Useful lives and residual values 

The municipality's management determines the estimated useful lives and related depreciation charges for property, 
plant and equipment as well as the intangible assets. The municipality re-assess the useful lives and the residual 
value on an annual basis, considering the conditional and use of the individual assets. This estimate is based on 
industry norm. Management will increase the depreciation charge where useful lives are less than previously 
estimated useful lives. 

Post retirement benefits 

The present value of the post retirement obligation depends on a number of factors that are determined on an 
actuarial basis using a number of assumptions. The assumptions used in determining the net cost (income) include 
the discount rate. Any changes in these assumptions will impact on the carrying amount of post retirement 
obligations. 

The economic entity determines the appropriate discount rate at the end of each year. This is the interest rate that will 
be used to determine the present value of estimated future cash outflows expected to be required to settle the pension 
obligations. In determining the appropriate discount rate, the economic entity considers the interest rates of high- 
quality corporate bonds that are denominated in the currency in which the benefits will be paid, and that have terms to 
maturity approximating the terms of the related pension liability. 

Other key assumptions for pension obligations are based on current market conditions. Additional information is 
disclosed in Note 21. 

Effective interest rate 

The municipality uses an appropriate interest rate, taking into account guidance provided in the accounting standards, 
and applying professional Judgement to the specific circumstances, to discount future cash flows. 

Appropriate adjustments have been made to compensate for the effect of deferred settlement terms that material 
impact on the fair value of the financial instruments, revenue and expenses at initial recognition. The adjustments 
require a degree of estimation around the discount rate and periods used. 

Allowance for doubtful debts 

On debtors an impairment loss is recognised in surplus and deficit when there is objective evidence that it is 
impaired. The impairment is measured as the difference between the debtors carrying amount and the present value 
of estimated future cash flows discounted at the effective interest rate, computed at initial recognition. 
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1.2 Significant judgements and sources of estimation uncertainty (continued) 

GRAP 24: Presentation of budget information 

The municipality is required to present a comparison of the budget amounts for which it is held publicly accountable 
and actual. The comparison of budget and actual amounts present separately for each level of legislative oversight: 

- the approved and final budget amounts; 

- the actual amounts on a comparable basis. 

1.3 Investment property 

Investment property is property (land or a building - or part of a building - or both) held to earn rentals or for capital 
appreciation or both, rather than for: 

• use in the production or supply of goods or services or for 

• administrative purposes, or 

• sale in the ordinary course of operations. 

Owner-occupied property is property held for use in the production or supply of goods or services or for administrative 
purposes. 

Investment property is recognised as an asset when, it is probable that the future economic benefits or service 
potential that are associated with the investment property will flow to the economic entity, and the cost or fair value of 
the investment property can be measured reliably. 

Investment property is initially recognised at cost. Transaction costs are included in the initial measurement. 

Where investment property is acquired through a non-exchange transaction, its cost is its fair value as at the date of 
acquisition. 

Costs include costs incurred initially and costs incurred subsequently to add to, or to replace a part of, or service a 
property. If a replacement part is recognised in the carrying amount of the investment property, the carrying amount 
of the replaced part is derecognised. 

Cost model 

Investment property is carried at cost less accumulated depreciation and any accumulated impairment losses. 
Depreciation is provided to write down the cost over the useful life of the property, which is as follows: 

Item Useful life 

Property - land indefinite 

Property - buildings 5-30 years 

Investment property is derecognised on disposal or when the investment property is permanently withdrawn from use 
and no future economic benefits or service potential are expected from its disposal. 

Gains or losses arising from the retirement or disposal of investment property is the difference between the net 
disposal proceeds and the carrying amount of the asset and is recognised in surplus or deficit in the period of 
retirement or disposal. 

Compensation from third parties for investment property that was impaired, lost or given up is recognised in surplus 
or deficit when the compensation becomes receivable. 

1.4 Property, plant and equipment 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in 
the production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be 
used during more than one period. 
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1 .4 Property, plant and equipment (continued) 

The cost of an item of property, plant and equipment is recognised as an asset when: 

• it is probable that future economic benefits or service potential associated with the item will flow to the economic 
entity; and 

* the cost of the item can be measured reliably. 

Property, plant and equipment is initially measured at cost. 

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the 
asset to the location and condition necessary for it to be capable of operating in the manner intended by 
management Trade discounts and rebates are deducted in arriving at the cost. 

Where an asset is acquired through a non-exchange transaction, its cost is its fair value as at date of acquisition. 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary 
assets, or a combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value 
(the cost). If the acquired item's fair value was not determinable, it's deemed cost is the carrying amount of the 
asset(s) given up. 

When significant components of an item of property, plant and equipment have different useful lives, they are 
accounted for as separate items (major components) of property, plant and equipment. 

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs 
incurred subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying 
amount of an item of property, plant and equipment, the carrying amount of the replaced part is derecognised. 

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is located is 
also included in the cost of property, plant and equipment, where the Municipality is obligated to incur such 
expenditure, and where the obligation arises as a result of acquiring the asset or using it for purposes other than the 
production of inventories. 

Recognition of costs in the carrying amount of an item of property, plant and equipment ceases when the item is in 
the location and condition necessary for it to be capable of operating in the manner intended by management. 

Major spare parts and stand by equipment which are expected to be used for more than one period are included in 
property, plant and equipment. In addition, spare parts and stand by equipment which can only be used in connection 
with an item of property, plant and equipment are accounted for as property, plant and equipment. 

Major inspection costs which are a condition of continuing use of an item of property, plant and equipment and which 
meet the recognition criteria above are included as a replacement in the cost of the item of property, plant and 
equipment. Any remaining inspection costs from the previous inspection are derecognised. 

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses. 


Property, plant and equipment are depreciated on the straight line basis over their expected useful lives to their 
estimated residual value. 

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses. 

The municipality tests for impairment where there is an indication that an asset may be impaired. An assessment 
ofwhether there is an indication of possible impairment is done at each reporting period. 

The useful lives of items of property, plant and equipment have been assessed as follows; 

Item Average useful life 

Land 

• Land Infinite 

Buildings 

• Buildings 30 years 
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1.4 Property, plant and equipment (continued) 

Infrastructure 


■ Electricity 

20 - 30 years 

• Roads 

10-30 years 

• Water 

15-20 years 

Community 


• Buildings 

30 years 

• Recreational facilities 

20 years 

• Security measures 

3-5 years 

Other assets 


• Office equipment 

3 - 7 years 

• Funiture and fittings 

7-10 years 

• Motor vehicles 

5-7 years 


The residual value, and the useful life and depreciation method of each asset are reviewed at the end of each 
reporting date. If the expectations differ from previous estimates, the change is accounted for as a change in 
accounting estimate. 

Reviewing the useful life of an asset on an annual basis does not require the entity to amend the previous estimate 
unless expectations differ from the previous estimate. 

Each part of an item of property, plant and equipment with a cost that is significant in relation to the total cost of the 
item is depreciated separately. 

The depreciation charge for each period is recognised in surplus or deficit unless it is included in the carrying amount 
of another asset. 

Items of property, plant and equipment are derecognised when the asset is disposed of or when there are no further 
economic benefits or service potential expected from the use of the asset. 

The gam or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or 
deficit when the item is derecognised. The gain or loss arising from the derecognition of an item of property, plant and 
equipment is determined as the difference between the net disposal proceeds, if any, and the carrying amount of the 
item. 

Assets which the economic entity holds for rentals to others and subsequently routinely sell as part of the ordinary 
course of activities, are transferred to inventories when the rentals end and the assets are available-for-sale. These 
assets are not accounted for as non-current assets held for sale. Proceeds from sales of these assets are recognised 
as revenue. All cash flows on these assets are included in cash flows from operating activities in the cash flow 
statement. 

1.5 Intangible assets 

An asset is identifiable if it either: 

• is separable, i.e. is capable of being separated or divided from an entity and sold, transferred, licensed, rented 
or exchanged, either individually or together with a related contract, identifiable assets or liability, regardless of 
whether the entity intends to do so; or 

• arises from binding arrangements (including rights from contracts), regardless of whether those rights are 
transferable or separable from the economic entity or from other rights and obligations. 

A binding arrangement describes an arrangement that confers similar rights and obligations on the parties to it as if it 
were in the form of a contract. 

An intangible asset is recognised when: 

• it is probable that the expected future economic benefits or service potential that are attributable to the asset will 
flow to the economic entity; and 

• the cost or fair value of the asset can be measured reliably. 

The economic entity assesses the probability of expected future economic benefits or service potential using 
reasonable and supportable assumptions that represent management's best estimate of the set of economic 
conditions that will exist over the useful life of the asset. 
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1.5 Intangible assets (continued) 

Where an intangible asset is acquired through a non-exchange transaction, its initial cost at the date of acquisition is 
measured at its fair value as at that date. 

Expenditure on research (or on the research phase of an internal project) is recognised as an expense when it is 
incurred. 

An intangible asset arising from development (or from the development phase of an internal project) is recognised when: 

• it is technically feasible to complete the asset so that it will be available for use or sale. 

• there is an intention to complete and use or sell it. 

• there is an ability to use or sell it. 

• It will generate probable future economic benefits or service potential. 

• there are available technical, financial and other resources to complete the development and to use or sell the 
asset. 

• the expenditure attributable to the asset during its development can be measured reliably. 

Intangible assets are carried at cost less any accumulated amortisation and any impairment losses. 

An intangible asset is regarded as having an indefinite useful life when, based on all relevant factors, there is no 
foreseeable limit to the period over which the asset is expected to generate net cash inflows or service potential. 
Amortisation is not provided for these intangible assets, but they are tested for impairment annually and whenever 
there is an indication that the asset may be impaired. For all other intangible assets amortisation is provided on a 
straight line basis over their useful life. 

The amortisation period and the amortisation method for intangible assets are reviewed at each reporting date. 

Reassessing the useful life of an intangible asset with a finite useful life after it was classified as indefinite is an 
indicator that the asset may be impaired. As a result the asset is tested for impairment and the remaining carrying 
amount is amortised over its useful life. 

Internally generated brands, mastheads, publishing titles, customer lists and items similar in substance are not 
recognised as intangible assets. 

Internally generated goodwill is not recognised as an intangible asset. 

Amortisation is provided to write down the intangible assets, on a straight line basis, to their residual values as 
follows: 

Item 

Computer software, other 

Intangible assets are derecognised: 

• on disposal; or 

• when no future economic benefits or service potential are expected from its use or disposal. 

1.6 Heritage assets 

Assets are resources controlled by an economic entity as a result of past events and from which future economic 
benefits or service potential are expected to flow to the economic entity. 

Carrying amount is the amount at which an asset is recognised after deducting accumulated impairment losses. 

Class of heritage assets means a grouping of heritage assets of a similar nature or function in an economic entity’s 
operations that is shown as a single item for the purpose of disclosure in the financial statements. 

Cost is the amount of cash or cash equivalents paid or the fair value of the other consideration given to acquire an 
asset at the time of its acquisition or construction or, where applicable, the amount attributed to that asset when 
initially recognised in accordance with the specific requirements of other Standards of GRAP. 

Depreciation is the systematic allocation of the depreciable amount of an asset over its useful life. 


Useful life 

3-5 years 
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1.6 Heritage assets (continued) 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing 
parties in an arm's length transaction. 

Heritage assets are assets that have a cultural, environmental, historical, natural, scientific, technological or artistic 
significance and are held indefinitely for the benefit of present and future generations. 

An impairment loss of a cash-generating asset is the amount by which the carrying amount of an asset exceeds its 
recoverable amount. 

An impairment loss of a non-cash-generating asset is the amount by which the carrying amount of an asset exceeds 
its recoverable service amount. 

An inalienable item is an asset that an economic entity is required by law or othenwise to retain indefinitely and cannot 
be disposed of without consent. 

Recoverable amount is the higher of a cash-generating asset’s net selling price and its value in use. 

Recoverable service amount is the higher of a non-cash-generating asset's fair value less costs to sell and its value in 
use. 

Value in use of a cash-generating asset is the present value of the future cash flows expected to be derived from an 
asset or cash-generating unit. 

Value in use of a non-cash-generating asset is the present value of the asset's remaining service potential. 

Recognition 

The economic entity recognises a heritage asset as an asset If it is probable that future economic benefits or service 
potential associated with the asset will flow to the economic entity, and the cost or fair value of the asset can be 
measured reliably. 

Initial measurement 

Heritage assets are measured at cost. 

Where a heritage asset is acquired through a non-exchange transaction, its cost is measured at its fair value as at the 
date of acquisition. 

Subsequent measurement 

After recognition as an asset, a class of heritage assets is carried at its cost less any accumulated impairment losses. 

After recognition as an asset, a class of heritage assets, whose fair value can be measured reliably, is carried at a 
revalued amount, being its fair value at the date of the revaluation less any subsequent impairment losses. 

If a heritage asset’s carrying amount is increased as a result of a revaluation, the increase is credited directly to a 
revaluation surplus. However, the increase is recognised in surplus or deficit to the extent that it reverses a 
revaluation decrease of the same heritage asset previously recognised in surplus or deficit. 

If a heritage asset's carrying amount is decreased as a result of a revaluation, the decrease is recognised in surplus 
or deficit. However, the decrease is debited directly to a revaluation surplus to the extent of any credit balance existing 
in the revaluation surplus in respect of that heritage asset. 

Impairment 

The economic entity assess at each reporting date whether there is an indication that it may be impaired. If any such 
indication exists, the economic entity estimates the recoverable amount or the recoverable service amount of the 
heritage asset. 
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1.6 Heritage assets (continued) 

T ransfers 

Transfers from heritage assets are only made when the particular asset no longer meets the definition of a heritage 
asset. 

Transfers to heritage assets are only made when the asset meets the definition of a heritage asset. 

Derecognition 

The economic entity derecognises heritage asset on disposal, or when no future economic benefits or service 
potential are expected from its use or disposal. 

The gain or loss arising from the derecognition of a heritage asset is determined as the difference between the net 
disposal proceeds, if any, and the carrying amount of the heritage asset. Such difference is recognised in surplus or 
deficit when the heritage asset is derecognised. 

1.7 Investments In controlled entitles 
Economic entity financial statements 

The economic entity financial statements include those of the controlling entity and its controlled entities. The revenue 
and expenses of the controlled entities are included from the effective date of acquisition. 


Controlling entity financial statements 

In the municipality's separate financial statements, investments in investments in controlled entities are carried at 
cost less any accumulated impairment. 

The cost of an investment in controlled entity is the aggregate of: 

• the fair value, at the date of exchange, of assets given, liabilities incurred or assumed, and equity instruments 
issued by the municipality: plus 

• any costs directly attributable to the purchase of the controlled entity. 

An adjustment to the cost of a business combination contingent on future events is included in the cost of the 
combination if the adjustment is probable and can be measured reliably. 

1.8 Financial instruments 

A financial Instrument is any contract that gives rise to a financial asset of one entity and a financial liability or a 
residual interest of another entity. 

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of 
changes in market interest rates. 

Liquidity risk is the risk encountered by an entity in the event of difficulty in meeting obligations associated with 
financial liabilities that are settled by delivering cash or another financial asset. 

Loan commitment is a firm commitment to provide credit under pre-specified terms and conditions. 

Initial recognition 

The entity recognises a financial asset or a financial liability in its statement of financial position when the entity 
becomes a party to the contractual provisions of the instrument. 
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1.8 Financial instruments (continued) 

Initial measurement of financial assets and financial liabilities 

The entity measures a financial asset and financial liability initially at its fair value plus transaction costs that are 
directly attributable to the acquisition or issue of the financial asset or financial liability. 

Financial Instruments are categorised according to their nature as either financial instruments at fair value, held at 
amortised cost, or held at cost. The classification depends on the purpose for which the investments were acquired. 
Management determines the classification of its investments at initial recognition and re-evaluates this designation at 
every reporting date. 
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1.8 Financial instruments (continued) 

Subsequent measurement of financial assets and financial liabilities 
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1.8 Financial instruments (continued) 

Loans to (from) municipal entities 

These include loans to municipal entities and recognised at fair value plus any transaction costs and subsequently 
measured at cost. 

An impairment loss is recognised in the Statement of Financial Performance when there is objective evidence that it is 
impaired. The impairment is measured as the difference between the investment's carrying amount and the present 
value of estimated future cash flows discounted at the effective interest rate computed at initial recognition. 

Debtors 

Debtors are initially recognised at fair value plus any transaction costs and subsequently measured at amortized 
costusing the effective interest method, less provision for impairment. A provision for impairment of debtors is 
established when there is objective evidence that the municipality will not be able to collect all amounts due according 
to the original terms of the debtors. The amount of the provision is the difference between the asset’s carrying amount 
and the present value of estimated future cash flows, discounted at the effective interest rate. Impairment losses are 
recognised in the Statement of Financial Performance. 

An estimate is made for doubtful debts based on the categorisation of debts and a review of past trends in collection 
ratesapplied to all outstanding amounts at year-end. Bad debts are written off during the year in which they are 
identified in the Statement of Financial Performance. 

Creditors 

Trade payables are initially measured at fair value plus any transaction costs, and are subsequently measured at 
amortised cost, using the effective interest rate method. 

Cash and cash equivalents 

These are initially and subsequently recorded at fair value. 

For cash flow purposes cash and cash equivalents includes cash on hand, deposits held at call with banks, other 
shortterm highly liquid investments, and bank overdrafts. 

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank overdraft are expensed as 
incurred. 

Borrowings and other financial liabilities 

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently stated 
at amortised cost; any difference between the proceeds (net of transaction costs) and the redemption value is 
recognised in the statement of financial performance over the period of the borrowings using the effective interest 
method. 

Long term borrowings are non-derivative financial loans and the Municipality does not hold financial loans for trading 
purposes. Long term borrowings are utilised solely for funding capital projects and the book value is disclosed at 
amortised cost. 

Other financial liabilities are carried at amortised cost. 

Loans and receivables 

Loans and receivables are measured initially and subsequently at fair value, gains and losses arising from changes in 
fair value are included in the Statement of Financial Performance for the period. 

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in 
an active market and with no intention of trading. They are included in current assets, except for maturities greater 
than 12 months after the balance sheet date. These are classified as non-current assets. Loans and receivables are 
included in trade and other receivables in the Statement of Financial Position. 
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1.8 Financial instruments (continued) 

Fixed and Negotiable Deposits 

Fixed and negotiable deposits are non-derivative financial assets with fixed or determinable payments and fixed 
maturities that the municipality will hold to maturity. 

Fixed and negotiable deposits are initially and subsequently measured at fair value which in the case of investments 
that have an original maturity date of less than 12 months equates the cost. Fixed and negotiable deposits held for 
greater than 12 months are fair valued annually and the difference recognised in the statement of financial 
performance. 

On disposal of Fixed and negotiable deposits, the difference between the net disposal proceeds and the carrying 
amount is charged or credited to the Statement of Financial Performance 

1.9 Tax 

Current tax assets and liabilities 

The Municipality is exempted from tax in terms of section 10(1)(a) of the Income Tax Act. 

1.10 Leases 

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A 
lease is classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to 
ownership. 

When a lease includes both land and buildings elements, the entity assesses the classification of each element 
separately. 

Finance leases - lessee 

Finance leases are recognised as assets and liabilities in the statement of financial position at amounts equal to the 
fair value of the leased property or, if lower, the present value of the minimum lease payments. The corresponding 
liability to the lessor is included in the statement of financial position as a finance lease obligation. 

The discount rate used in calculating the present value of the minimum lease payments is the . 

Minimum lease payments are apportioned between the finance charge and reduction of the outstanding liability. The 
finance charge is allocated to each period during the lease term so as to produce a constant periodic rate of on the 
remaining balance of the liability. 

Any contingent rents are expensed in the period in which they are incurred. 

Operating leases - lessor 

Operating lease revenue is recognised as revenue on a straight-line basis over the lease term. 

Initial direct costs incurred in negotiating and arranging operating leases are added to the carrying amount of the 
leased asset and recognised as an expense over the lease term on the same basis as the lease revenue. 

The aggregate cost of incentives is recognised as a reduction of rental revenue over the lease term on a straight-line 
basis. 

The aggregate benefit of incentives is recognised as a reduction of rental expense over the lease term on a straight- 
line basis. 

Income for leases is disclosed under revenue in statement of financial performance. 
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1.10 Leases (continued) 

Operating leases - lessee 

Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference 
between the amounts recognised as an expense and the contractual payments are recognised as an operattng lease 
asset or liability. 

1.11 Inventories 

Inventories are initially measured at cost except where inventories are acquired through a non-exchange transaction, 
then their costs are their fair value as at the date of acquisition. 

Subsequently inventories are measured at the lower of cost and net realisable value. 

Inventories are measured at the lower of cost and current replacement cost where they are held for; 

• distribution at no charge or for a nominal charge; or 

• consumption in the production process of goods to be distributed at no charge or for a nominal charge. 

Net realisable value is the estimated selling price in the ordinary course of operations less the estimated costs of 
completion and the estimated costs necessary to make the sale, exchange or distribution. 

Current replacement cost Is the cost the economic entity incurs to acquire the asset on the reporting date. 

The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in bringing 
the inventories to their present location and condition. 

The cost of inventories of items that are not ordinarily interchangeable and goods or services produced and 
segregated for specific projects is assigned using specific identification of the individual costs. 

The cost of inventories is assigned using the weighted average cost formula. The same cost formula is used for all 
Inventories having a similar nature and use to the economic entity. 

When inventories are sold, the carrying amounts of those inventories are recognised as an expense in the period in 
which the related revenue is recognised. If there is no related revenue, the expenses are recognised when the goods 
are distributed, or related services are rendered. The amount of any write-down of inventories to net realisable value 
or current replacement cost and all losses of Inventories are recognised as an expense in the period the write-down or 
loss occurs. The amount of any reversal of any write-down of inventories, arising from an increase in net realisable 
value or current replacement cost, are recognised as a reduction In the amount of inventories recognised as an 
expense in the period in which the reversal occurs. 

1.12 Housing development fund 

The Housing Development Fund was established in terms of the Housing Act, {Act No. 107 of 1997). Loans from 
national and provincial government used to finance housing selling schemes undertaken by the municipality were 
extinguished on 1 April 1998 and transferred to a Housing Development Fund. Housing selling schemes, both 
complete and in progress as at 1 April 1 998, were also transferred to the Housing Development Fund. In terms of the 
Housing Act, all proceeds from housing developments, which include rental income and sales of houses, must be 
paid into the Housing Development Fund. Monies standing to the credit of the Housing Development Fund can be 
used only to finance housing developments within the municipal area subject to the approval of the Provincial MEG 
responsible for housing. 

1.13 Revaluation reserve 

The surplus arising from the revaluation of property, plant and equipment is credited to a non-distributable reserve. 
The revaluation surplus is realised as revalued buildings are depreciated, through a transfer from the revaluation 
reserve to the accumulated surplus/deficit. On disposal, the net revaluation surplus is transferred to the accumulated 
surplus/deficit while gains or losses on disposal, based on revalued amounts, are credited or charged to the 
statement of financial performance. 
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1.14 Investments 

Where the carrying amount of an investment is greater than the estimated recoverable amount, it is written down 
immediately to its recoverable amount and an impairment loss is charged to the statement of financial performance. 

1.15 Conditional grants and receipts 

Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that the 
municipality has complied with any of the criteria, conditions or obligations embodied in the agreement. To the extent 
that the criteria, conditions or obligations have not been met a liability is recognised. 

Government grants can be in the form of grants to acquire or construct fixed assets (capital grants), grants for the 
furtherance of national and provincial government policy objectives and general grants to subsidise the cost incurred 
by entities in rendering services. Capital grants and general grants for the furtherance of government policy objectives 
are usually restricted revenue in that stipulations are imposed on their use. 

Government grants are recognised as revenue when: 

- it is probable that the economic benefits or service potential associated with the transaction will flow to the 

entity, 

- the amount of the revenue can be measured reliably, and 

- to the extent that there has been compliance with any restrictions associated with the grant. 

An entity needs to assess the degree of certainty attached to the flow of future economic benefits of service potential 
on the basis of the available evidence. Certain grants payable by one level of government to another are subject to 
the availability of funds. Revenue from these grants should only be recognised when it is probable that the economic 
benefits or service potential associated with the transaction will flow to the entity. An announcement at the beginning 
of a financial year that grants may be available for qualifying entities in accordance with an agreed programme may 
not be sufficient evidence of the probability of the flow. Revenue should only be recognised once evidence of the 
probability of the flow becomes available. 

Restrictions on government grants may result in such revenue being recognised on a time proportion basis. For 
example, equitable share grants per the Division of Revenue Act where the period of use of such funds is stated, 
should be recognised on a time proportion basis, i.e. over the stated period. Where there is no restriction on the 
period, such revenue should be recognised on receipt or when the Act becomes effective, which-ever is earlier. 

In certain circumstances government will only remit grants on a re-imbursement basis. Revenue should therefore be 
recognised when the qualifying expense has been incurred and to the extent that any other restrictions have been 
complied with and not when the grant is received. 

Other Grants and Donations 

Donations shall be measured at the fair value of the consideration received or receivable when the amount of the 
revenue can be measured reliably. 

Other grants and donations shall be recognised as revenue when; 

- it is probable that the economic benefits or service potential associated with the transaction will flow to the 

entity, 

- the amount of the revenue can be measured reliably, and 

- to the extent that there has been compliance with any restrictions associated with the grant. 

1.16 Related parties 

The economic entity operates in an economic sector currently dominated by entities directly or indirectly owned by the 
South African Government. As a consequence of the constitutional independence of the three spheres of government 
in South Africa, only entities within the national sphere of government are considered to be related parties. 

Management are those persons responsible for planning, directing and controlling the activities of the economic 
entity, including those charged with the governance of the economic entity in accordance with legislation, in instances 
where they are required to perform such functions. 
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1.16 Related parties (continued) 

Close members of the family of a person are considered to be those family members who may be expected to 
influence, or be influenced by, that management in their dealings with the economic entity. 

Only transactions with related parties not at arm's length or not in the ordinary course of business are disclosed. 

1.17 Segmental information 

Segmental information on property, plant and equipment, as well as income and expenditure, is set out in Appendices 
C and D, based on the International Government Financial Statistics classifications and the budget formats 
prescribed by National Treasury. The economic entity operates solely in its area of jurisdiction as determined by the 
Demarcation Board. 

Segment information is prepared in conformity with the accounting policies applied for preparing and presenting the 
financial statements. 

1.18 Commitments 

Items are classified as commitments where the Municipality commits itself to future transactions that will normally 
result in 

the outflow of resources. 

Capital commitments are not recognised in the statement of financial position as a liability but are included in the 
disclosure notes in the following cases: 

- Approved and contracted commitments, where the expenditure has been approved and the contract has 
been awarded at the reporting date, where disclosure is required by a specific standard of GRAP. 

- Approved but not yet contracted commitments, where the expenditure has been approved and the contract 

has yet to be awarded or is awaiting finalisation at the reporting date. 

- Items are classified as commitments where the municipality commits itself to future transactions that will 

normally result in the outflow of resources. 

- Contracts that are entered into before the reporting date, but goods and services have not yet been received 
are disclosed in the disclosure notes to the financial statements. 

- Other commitments for contracts are be non-cancellable or only cancellable at significant cost contracts 
should relate to something other than the business of the municipality. 

1.19 Impairment of cash-generating assets 

Cash-generating assets are those assets held by the economic entity with the primary objective of generating a 
commercial return. When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, 
it generates a commercial return. 

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic 
recognition of the loss of the asset’s future economic benefits or service potential through depreciation (amortisation). 

Carrying amount is the amount at which an asset is recognised in the statement of financial position after deducting 
any accumulated depreciation and accumulated impairment losses thereon. 

A cash-generating unit is the smallest identifiable group of assets held with the primary objective of generating a 
commercial return that generates cash inflows from continuing use that are largely independent of the cash inflows 
from other assets or groups of assets. 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and 
income tax expense. 

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm's length transaction between 
knowledgeable, willing parties, less the costs of disposal. 

Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell and its value in 
use. 
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1.19 Impairment of cash-generating assets (continued) 

Useful life is either: 

(a) the period of time over vi/hich an asset is expected to be used by the economic entity; or 

(b) the number of production or similar units expected to be obtained from the asset by the economic entity. 

1.20 Impairment of non-cash-generating assets 

Cash-generating assets are those assets held by the economic entity with the primary objective of generating a 
commercial return. When an asset is deployed In a manner consistent with that adopted by a profit-orientated entity, 
it generates a commercial return. 

Non-cash-generating assets are assets other than cash-generating assets. 

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic 
recognition of the loss of the asset's future economic benefits or service potential through depreciation (amortisation). 

Carrying amount is the amount at which an asset is recognised in the statement of financial position after deducting 
any accumulated depreciation and accumulated impairment losses thereon. 

A cash-generating unit is the smallest identifiable group of assets held with the primary objective of generating a 
commercial return that generates cash Inflows from continuing use that are largely independent of the cash inflows 
from other assets or groups of assets. 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and 
income tax expense. 

Depreciation (Amortisation) Is the systematic allocation of the depreciable amount of an asset over its useful life. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm's length transaction between 
knowledgeable, willing parties, less the costs of disposal. 

Recoverable service amount is the higher of a non-cash-generating asset's fair value less costs to sell and its value in 
use. 

Useful life is either: 

(a) the period of time over which an asset is expected to be used by the economic entity; or 

(b) the number of production or similar units expected to be obtained from the asset by the economic entity. 

Identification 

When the carrying amount of a non-cash-generating asset exceeds its recoverable service amount, it is impaired. 

The economic entity assesses at each reporting date whether there is any indication that a non-cash-generating asset 
may be impaired. If any such indication exists, the economic entity estimates the recoverable service amount of the 
asset. 

Irrespective of whether there is any indication of impairment, the entity also test a non-cash-generating intangible 
asset with an indefinite useful life or a non-cash-generating intangible asset not yet available for use for impairment 
annually by comparing its carrying amount with its recoverable service amount. This impairment test is performed at 
the same time every year. If an intangible asset was initially recognised during the current reporting period, that 
intangible asset was tested for impairment before the end of the current reporting period. 

Value In use 

Value in use of non-cash-generating assets is the present value of the non-cash-generating assets remaining service 
potential. 

The present value of the remaining service potential of a non-cash-generating assets is determined using the 
following approach; 
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1.20 Impairment of non-cash-generating assets (continued) 

Recognition and measurement 

if the recoverabie service amount of a non-cash-generating asset is iess than its carrying amount, the carrying 
amount of the asset is reduced to its recoverable service amount. This reduction is an impairment loss. 

An impairment ioss is recognised immediately in surpius or deficit. 

Any impairment loss of a revalued non-cash-generating asset is treated as a revaiuation decrease. 

When the amount estimated for an impairment ioss is greater than the carrying amount of the non-cash-generating 
asset to which it relates, the economic entity recognises a liabiiity oniy to the extent that is a requirement in the 
Standards of GRAP. 

After the recognition of an impairment ioss, the depreciation (amortisation) charge for the non-cash-generating asset 
is adjusted in future periods to ailocate the non-cash-generating asset's revised carrying amount, iess its residual 
vaiue (if any), on a systematic basis over its remaining useful life. 

1.21 Share capital / contributed capital 

An equity instrument is any contract that evidences a residual interest in the assets of an economic entity after 
deducting all of its liabilities. 

1.22 Employee benefits 

Employee benefits are all forms of consideration given by an entity in exchange for service rendered by employees. 

A qualifying insurance policy is an insurance policy issued by an insurer that is not a related party (as defined in the 
Standard of GRAP on Related Party Disclosures) of the reporting entity, if the proceeds of the policy can be used only 
to pay or fund employee benefits under a defined benefit plan and are not available to the reporting entity’s own 
creditors (even in liquidation) and cannot be paid to the reporting entity, unless either: 

• the proceeds represent surplus assets that are not needed for the policy to meet all the related employee 
benefit obligations; or 

• the proceeds are returned to the reporting entity to reimburse it for employee benefits already paid. 

Termination benefits are employee benefits payable as a result of either: 

• an entity’s decision to terminate an employee’s employment before the normal retirement date, or 

• an employee's decision to accept voluntary redundancy in exchange for those benefits. 

Other long-term employee benefits are employee benefits (other than post-employment benefits and termination 
benefits) that are not due to be settled within twelve months after the end of the period in which the employees render 
the related service. 

Vested employee benefits are employee benefits that are not conditional on future employment. 

Composite social security programmes are established by legislation and operate as multi-employer plans to provide 
post-employment benefits as well as to provide benefits that are not consideration in exchange for service rendered 
by employees. 

A constructive obligation is an obligation that derives from an entity’s actions where by an established pattern of past 
practice, published policies or a sufficiently specific current statement, the entity has indicated to other parties that it 
will accept certain responsibilities and as a result, the entity has created a valid expectation on the part of those other 
parties that it will discharge those responsibilities. 
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1.22 Employee benefits (continued) 

Short-term employee benefits 

Short-term employee benefits are employee benefits (other than termination benefits) that are due to be settled within 
twelve months after the end of the period in which the employees render the related service. 

Short-term employee benefits include items such as: 

• wages, salaries and social security contributions; 

• short-term compensated absences (such as paid annual leave and paid sick leave) where the 
compensation for the absences is due to be settled within twelve months after the end of the reporting 
period in which the employees render the related employee service; 

• bonus, incentive and performance related payments payable within twelve months after the end of the 
reporting period in which the employees render the related service; and 

• non-monetary benefits (for example, medical care, and free or subsidised goods or services such as 
housing, cars and cellphones) for current employees. 

When an employee has rendered service to the entity during a reporting period, the entity recognise the undiscounted 
amount of short-term employee benefits expected to be paid in exchange for that service: 

• as a liability (accrued expense), after deducting any amount already paid. If the amount already paid 
exceeds the undiscounted amount of the benefits, the entity recognise that excess as an asset (prepaid 
expense) to the extent that the prepayment will lead to, for example, a reduction in future payments or a 
cash refund; and 

• as an expense, unless another Standard requires or permits the inclusion of the benefits in the cost of an 
asset. 

The expected cost of compensated absences is recognised as an expense as the employees render services that 
increase their entitlement or, in the case of non-accumulating absences, when the absence occurs. The entity 
measure the expected cost of accumulating compensated absences as the additional amount that the entity expects 
to pay as a result of the unused entitlement that has accumulated at the reporting date. 

The entity recognise the expected cost of bonus, incentive and performance related payments when the entity has a 
present legal or constructive obligation to make such payments as a result of past events and a reliable estimate of 
the obligation can be made, A present obligation exists when the entity has no realistic alternative but to make the 
payments. 

Post-employment benefits 

Post-employment benefits are employee benefits (other than termination benefits) which are payable after the 
completion of employment. 

Post-employment benefit plans are formal or informal arrangements under which an entity provides post-employment 
benefits for one or more employees. 

Muiti-employer plans are defined contribution plans (other than state plans and composite social security 
programmes) or defined benefit plans (other than state plans) that pool the assets contributed by various entities that 
are not under common control and use those assets to provide benefits to employees of more than one entity, on the 
basis that contribution and benefit levels are determined without regard to the identity of the entity that employs the 
employees concerned. 
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1.22 Employee benefits (continued) 

Multi-employer plans and/or State plans and/or Composite social security programmes 

The entity classifies a multi-employer plan and/or state plans and/or composite social security programmes as a 
defined contribution plan or a defined benefit plan under the terms of the plan {including any constructive obligation 
that goes beyond the formal terms). 

Where a plan is a defined contribution plan, the entity accounts for in the same way as for any other defined 
contribution plan. 

Where a plan is a defined benefit plan, the entity account for its proportionate share of the defined benefit obligation, 
plan assets and cost associated with the plan in the same way as for any other defined benefit plan. 

When sufficient information is not available to use defined benefit accounting for a plan, that is a defined benefit plan, 
the entity account for the plan as if it was a defined contribution plan. 

Post-employment benefits; Defined contribution plans 

Defined contribution plans are post-employment benefit plans under which an entity pays fixed contributions into a 
separate entity (a fund) and will have no legal or constructive obligation to pay further contributions if the fund does 
not hold sufficient assets to pay all employee benefits relating to employee service in the current and prior periods. 

When an employee has rendered service to the entity during a reporting period, the entity recognise the contribution 
payable to a defined contribution plan in exchange for that service: 

• as a liability (accrued expense), after deducting any contribution already paid. If the contribution already 
paid exceeds the contribution due for service before the reporting date, an entity recognise that excess as 
an asset (prepaid expense) to the extent that the prepayment will lead to, for example, a reduction in future 
payments or a cash refund; and 

• as an expense, unless another Standard requires or permits the inclusion of the contribution in the cost of 
an asset. 

Where contributions to a defined contribution plan do not fall due wholly within twelve months after the end of the 
reporting period in which the employees render the related service, they are discounted. The rate used to discount 
reflects the time value of money. The currency and term of the financial instrument selected to reflect the time value 
of money is consistent with the currency and estimated term of the obligation. 
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1.22 Employee benefits (continued) 


Post-employment benefits: Defined benefit plans 

Defined benefit pians are post-employment benefit pians other than defined contribution pians. 

Actuarial gains and losses comprise experience adjustments (the effects of differences between the previous actuariai 
assumptions and what has actuaily occurred) and the effects of changes in actuariai assumptions, in measuring its 
defined benefit liability the entity recognise actuarial gains and iosses in surpius or deficit in the reporting period in 
which they occur. 

Assets held by a long-term employee benefit fund are assets (other than non-transferable financial instruments issued 
by the reporting entity) that are held by an entity (a fund) that is iegaliy separate from the reporting entity and exists 
solely to pay or fund employee benefits and are available to be used only to pay or fund employee benefits, are not 
available to the reporting entity's own creditors (even in iiquidation), and cannot be returned to the reporting entity, 
uniess either: 

• the remaining assets of the fund are sufficient to meet ail the related employee benefit obligations of the 
plan or the reporting entity; or 

• the assets are returned to the reporting entity to reimburse it for employee benefits already paid. 

Current service cost is the increase in the present value of the defined benefit obligation resulting from employee 
service in the current period. 

Interest cost is the increase during a period in the present value of a defined benefit obligation which arises because 
the benefits are one period closer to settlement. 

Past service cost is the change in the present value of the defined benefit obligation for employee service in prior 
periods, resulting m the current period from the introduction of, or changes to, post-employment benefits or other 
long-term employee benefits. Past service cost may be either positive (when benefits are introduced or changed so 
that the present value of the defined benefit obligation increases) or negative (when existing benefits are changed so 
that the present value of the defined benefit obligation decreases). In measuring its defined benefit liability the entity 
recognise past service cost as an expense in the reporting period in which the plan is amended. 

Plan assets comprise assets held by a long-term employee benefit fund and qualifying insurance policies. 

The present value of a defined benefit obligation is the present value, without deducting any plan assets, of expected 
future payments required to settle the obligation resulting from employee service in the current and prior periods. 

The return on plan assets is interest, dividends or similar distributions and other revenue derived from the plan 
assets, together with realised and unrealised gains or losses on the plan assets, less any costs of administering the 
plan (other than those included in the actuarial assumptions used to measure the defined benefit obligation) and less 
any tax payable by the plan itself. 

The entity account not only for its legal obligation under the formal terms of a defined benefit plan, but also for any 
constructive obligation that arises from the entity's informal practices. Informal practices give rise to a constructive 
obligation where the entity has no realistic alternative but to pay employee benefits. An example of a constructive 
obligation Is where a change in the entity's informal practices would cause unacceptable damage to its relationship 
with employees. 

The amount recognised as a defined benefit liability is the net total of the following amounts: 

• the present value of the defined benefit obligation at the reporting date; 

• minus the fair value at the reporting date of plan assets (if any) out of which the obligations are to be 
settled directly; 

• plus any liability that may arise as a result of a minimum funding requirement 

The amount determined as a defined benefit liability may be negative (an asset). The entity measure the resulting 
asset at the lower of: 

• the amount determined above; and 
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1.22 Employee benefits (continued) 

• the present value of any economic benefits available In the form of refunds from the plan or reductions in 
future contributions to the plan. The present value of these economic benefits is determined using a 
discount rate which reflects the time value of money. 

Any adjustments arising from the limit above is recognised in surplus or deficit. 

The entity determine the present value of defined benefit obligations and the fair value of any plan assets with 
sufficient regularity such that the amounts recognised in the financial statements do not differ materially from the 
amounts that would be determined at the reporting date. 

The entity recognises the net total of the following amounts in surplus or deficit, except to the extent that another 
Standard requires or permits their inclusion in the cost of an asset: 

• current service cost; 

• interest cost; 

• the expected return on any plan assets and on any reimbursement rights; 

• actuarial gains and losses; 

• past service cost; 

• the effect of any curtailments or settlements; and 

• the effect of applying the limit on a defined benefit asset (negative defined benefit liability). 

The entity uses the Projected Unit Credit Method to determine the present value of its defined benefit obligations and 
the related current service cost and, where applicable, past service cost. The Projected Unit Credit Method 
(sometimes known as the accrued benefit method pro-rated on service or as the benefit/years of service method) 
sees each period of service as giving rise to an additional unit of benefit entitlement and measures each unit 
separately to build up the final obligation. 

In determining the present value of its defined benefit obligations and the related current service cost and, where 
applicable, past service cost, an entity shall attribute benefit to periods of service under the plan’s benefit formula. 
However, if an employee’s service in later years will lead to a materially higher level of benefit than in earlier years, an 
entity shall attribute benefit on a straight-line basis from: 

• the date when service by the employee first leads to benefits under the plan (whether or not the benefits are 
conditional on further service); until 

• the date when further service by the employee will lead to no material amount of further benefits under the 
plan, other than from further salary increases. 

Actuarial valuations are conducted on an annual basis by independent actuaries separately for each plan. The results 
of the valuation are updated for any material transactions and other material changes in circumstances (including 
changes in market prices and interest rates) up to the reporting date. 

The entity recognises gains or losses on the curtailment or settlement of a defined benefit plan when the curtailment 
or settlement occurs. The gain or loss on a curtailment or settlement comprises: 

• any resulting change in the present value of the defined benefit obligation; and 

• any resulting change in the fair value of the plan assets. 

Before determining the effect of a curtailment or settlement, the entity re-measure the obligation (and the related plan 
assets, if any) using current actuarial assumptions (including current market interest rates and other current market 
prices). 

When it is virtually certain that another party will reimburse some or all of the expenditure required to settle a defined 
benefit obligation, the right to reimbursement is recognised as a separate asset. The asset is measured at fair value. 

In all other respects, the asset is treated In the same way as plan assets. In surplus or deficit, the expense relating to 
a defined benefit plan is [OR is not] presented as the net of the amount recognised for a reimbursement. 

The entity offsets an asset relating to one plan against a liability relating to another plan when the entity has a legally 
enforceable right to use a surplus in one plan to settle obligations under the other plan and intends either to settle the 
obligations on a net basis, or to realise the surplus in one plan and settle its obligation under the other plan 
simultaneously. 
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1.22 Employee benefits (continued) 

Actuarial assumptions 

Actuarial assumptions are unbiased and mutually compatible. 

Financial assumptions are based on market expectations, at the reporting date, for the period over which the 
obligations are to be settled. 

The rate used to discount post-employment benefit obligations (both funded and unfunded) reflect the time value of 
money. The currency and term of the financial instrument selected to reflect the time value of money is consistent 
with the currency and estimated term of the post-employment benefit obligations. 

Post-employment benefit obligations are measured on a basis that reflects: 

• estimated future salary increases; 

• the benefits set out in the terms of the plan (or resulting from any constructive obligation that goes beyond 
those terms) at the reporting date; and 

• estimated future changes in the level of any state benefits that affect the benefits payable under a defined 
benefit plan, if, and only if, either; 

• those changes were enacted before the reporting date; or 

• past history, or other reliable evidence, indicates that those state benefits will change in some predictable 
manner, for example, in line with future changes In general price levels or general salary levels. 

Assumptions about medical costs take account of estimated future changes in the cost of medical services, resulting 
from both inflation and specific changes in medical costs. 

Other post retirement obligations 

The municipality provides post-retirement health care benefits, housing subsidies and gratuities upon retirement to 
some retirees. 

The entitlement to post-retirement health care benefits is based on the employee remaining in service up to retirement 
age and the completion of a minimum service period. The expected costs of these benefits are accrued over the 
period of employment. Independent qualified actuaries carry out valuations of these obligations. The municipality also 
provides a gratuity and housing subsidy on retirement to certain employees. An annual charge to income is made to 
cover both these liabilities. 

The amount recognised as a liability for other long-term employee benefits is the net total of the following amounts: 

• the present value of the defined benefit obligation at the reporting date; 

• minus the fair value at the reporting date of plan assets (if any) out of which the obligations are to be 
settled directly. 

The entity shall recognise the net total of the following amounts as expense or revenue, except to the extent that 
another Standard requires or permits their Inclusion in the cost of an asset: 

• current service cost; 

• interest cost; 

• the expected return on any plan assets and on any reimbursement right recognised as an asset; 

• actuarial gains and losses, which shall all be recognised immediately; 

• past service cost, which shall all be recognised immediately; and 

• the effect of any curtailments or settlements. 
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1.22 Employee benefits (continued) 

Termination benefits 

The entity recognises termination benefits as a liability and an expense when the entity is demonstrably committed to 
either: 

• terminate the employment of an employee or group of employees before the normal retirement date; or 

• provide termination benefits as a result of an offer made in order to encourage voluntary redundancy. 

The entity is demonstrably committed to a termination when the entity has a detailed formal plan for the termination 
and is without realistic possibility of withdrawal. The detailed plan includes [as a minimum]: 

• the location, function, and approximate number of employees whose services are to be terminated; 

• the termination benefits for each job classification or function; and 

• the time at which the plan will be implemented. 

Implementation begins as soon as possible and the period of time to complete implementation is such that material 
changes to the plan are not likely. 

Where termination benefits fall due more than 12 months after the reporting date, they are discounted using an 
appropriate discount rate. The rate used to discount the benefit reflects the time value of money. The currency and 
term of the financial instrument selected to reflect the time value of money is consistent with the currency and 
estimated term of the benefit. 

In the case of an offer made to encourage voluntary redundancy, the measurement of termination benefits shall be 
based on the number of employees expected to accept the offer. 

1.23 Provisions and contingencies 

Provisions are recognised when: 

• the economic entity has a present obligation as a result of a past event; 

• it is probable that an outflow of resources embodying economic benefits or service potential will be required to 
settle the obligation; and 

• a reliable estimate can be made of the obligation. 

The amount of a provision is the best estimate of the expenditure expected to be required to settle the present 
obligation at the reporting date. 

Where the effect of time value of money is material, the amount of a provision is the present value of the expenditures 
expected to be required to settle the obligation. 

The discount rate is a pre-tax rate that reflects current market assessments of the time value of money and the risks 
specific to the liability. 

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the 
reimbursement is recognised when, and only when, it is virtually certain that reimbursement will be received if the 
economic entity settles the obligation. The reimbursement is treated as a separate asset. The amount recognised for 
the reimbursement does not exceed the amount of the provision. 

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are 
reversed if it is no longer probable that an outflow of resources embodying economic benefits or service potential will 
be required, to settle the obligation. 

Where discounting is used, the carrying amount of a provision increases in each period to reflect the passage of time. 
This increase is recognised as an interest expense. 

A provision is used only for expenditures for which the provision was originally recognised. 

Provisions are not recognised for future operating surplus. 

If an entity has a contract that is onerous, the present obligation (net of recoveries) under the contract is recognised 
and measured as a provision. 
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1.23 Provisions and contingencies (continued) 

A constructive obligation to restructure arises only when an entity: 

» has a detailed formal plan for the restructuring, identifying at least: 

the activity/operating unit or part of a activity/operating unit concerned; 
the principal locations affected; 

the location, function, and approximate number of employees who will be compensated for services being 
terminated: 

the expenditures that will be undertaken, and 
when the plan will be implemented; and 

• has raised a valid expectation in those affected that it will carry out the restructuring by starting to implement 
that plan or announcing its main features to those affected by it. 

A restructuring provision includes only the direct expenditures arising from the restructuring, which are those that are both: 

• necessarily entailed by the restructuring, and 

• not associated with the ongoing activities of the economic entity 

No obligation arises as a consequence of the sale or transfer of an operation until the economic entity is committed to the 
sale or transfer, that Is, there Is a binding arrangement. 

After their initial recognition contingent liabilities recognised in entity combinations that are recognised separately are 
subsequently measured at the higher of: 

• the amount that would be recognised as a provision; and 

• the amount initially recognised less cumulative amortisation. 

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note 56. 

1.24 Revenue from exchange transactions 

Revenue is the gross inflow of economic benefits or service potential during the reporting period when those inflows 
result in an increase in net assets, other than increases relating to contributions from owners. 

An exchange transaction is one in which the municipality receives assets or services, or has liabilities extinguished, 
and directly gives approximately equal value (primarily in the form of goods, services or use of assets) to the other 
party in exchange. 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing 
parties in an arm’s length transaction. 

When uncertainty arises about the collectability of an amount already included in revenue, the uncollectable amount, 
or the amount in respect of which recovery has ceased to be probable, is recognised as an expense, rather than as an 
adjustment of the amount of revenue originally recognised. 

Measurement 

Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume 
rebates. 

Sale of goods 

Revenue from the sate of goods Is recognised when all the following conditions have been satisfied: 

• the economic entity has transferred to the purchaser the significant risks and rewards of ownership of the 
goods; 

• the economic entity retains neither continuing managerial involvement to the degree usually associated with 
ownership nor effective control over the goods sold; 

• the amount of revenue can be measured reliably; 

• it is probable that the economic benefits or service potential associated with the transaction will flow to the 
economic entity; and 

• the costs incurred or to be incurred in respect of the transaction can be measured reliably. 
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1.24 Revenue from exchange transactions (continued) 

Rendering of services 

When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated with 
the transaction is recognised by reference to the stage of compietion of the transaction at the reporting date. The outcome 
of a transaction can be estimated reliably when all the following conditions are satisfied: 

• the amount of revenue can be measured reliably; 

• it is probable that the economic benefits or service potential associated with the transaction wili flow to the 
economic entity; 

• the stage of completion of the transaction at the reporting date can be measured reliably; and 

• the costs incurred for the transaction and the costs to complete the transaction can be measured reliably. 

When services are performed by an indeterminate number of acts over a specified time frame, revenue is recognised 
on a straight line basis over the specified time frame unless there is evidence that some other method better 
represents the stage of completion. When a specific act is much more significant than any other acts, the recognition 
of revenue is postponed until the significant act is executed. 

When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue is 
recognised only to the extent of the expenses recognised that are recoverable. 

Revenue from the rental of facilities and equipment is recognised on a straight-lined basis over the term of the lease 
agreement. 

1.25 Revenue from non-exchange transactions 

1.26 Borrowing costs 

Borrowing costs are interest and other expenses incurred by an entity in connection with the borrowing of funds. 

Borrowing costs are recognised as an expense in the period in which they are incurred. 

1.27 Comparative figures 

Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current 
year. 

1.28 Unauthorised expenditure 

Unauthorised expenditure means: 

• overspending of a vote or a main division within a vote; and 

• expenditure not in accordance with the purpose of a vote or, in the case of a main division, not in 
accordance with the purpose of the main division. 

All expenditure relating to unauthorised expenditure is recognised as an expense in the statement of financial 
performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature 
of the expense, and where recovered, it is subsequently accounted for as revenue in the statement of financial 
performance. 

1.29 Fruitless and wasteful expenditure 

Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable care 
been exercised. 

All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the statement of financial 
performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature 
of the expense, and where recovered, it is subsequently accounted for as revenue in the statement of financial 
performance. 

1.30 Irregular expenditure 

MFMA Circular No 68 and section 32 of the Municipal Finance Management Act No. 56 of 2003 states the following:: 
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1.30 Irregular expenditure (continued) 

Irregular expenditure is defined in section 1 of the MFMA as follows: 

"irregular expenditure", in relation to a municipality or municipal entity, means — 

(a) expenditure incurred by a municipality or municipal entity in contravention of, or that is not in accordance 
with, a requirement of this Act, and which has not been condoned in terms of section 170; 

(b) expenditure incurred by a municipality or municipal entity in contravention of, or that is not in accordance 

with, a requirement of the Municipal Systems Act, and which has not been condoned in terms of that 

Act; 

(c) expenditure incurred by a municipality in contravention of, or that is not in accordance with, a requirement 
of the Public Office-Bearers Act, 1998 (Act No. 20 of 1998); or 

(d) expenditure incurred by a municipality or municipal entity in contravention of, or that is not in accordance 
with, a requirement of the supply chain management policy of the municipality or entity or any of the 
municipality's by-laws giving effect to such policy, and which has not been condoned in terms of such policy or 
by-law, 

but excludes expenditure by a municipality which falls within the definition of "unauthorised expenditure". 

In this context ‘expenditure’ refers to any use of municipal funds that is in contravention of the following legislation: 

- Municipal Finance Management Act, Act 56 of 2003, and its regulations; 

- Municipal Systems Act, Act 32 of 2000, and its regulations; 

- Public Office-Bearers Act, Act 20 of 1998, and its regulations; and 

- The municipality’s supply chain management policy, and any by-laws giving effect to that policy 

Although a transaction or an event may trigger irregular expenditure, a municipality or municipal entity will only 
identify irregular expenditure when a payment is made, in other words, the recognition of irregular expenditure will be 
linked to a financial transaction. If the possibility of irregular expenditure is determined prior to a payment being 
made, the transgression shall be regarded as a matter of non-compliance. 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No.56 of 2003), 
the Municipal Systems Act (Act No. 32 of 2000), and the Public Office Bearers Act (Act No. 20 of 1998) or is in 
contravention of the economic entity’s supply chain management policy. Irregular expenditure excludes unauthorised 
expenditure. Irregular expenditure is accounted for as expenditure in the Statement of Financial Performance and 
where recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance. 

1.31 Use of estimates 

The preparation of financial statements in conformity with Standards of GRAP requires the use of certain critical 
accounting estimates. It also requires management to exercise judgement in the process of applying the economic 
entity's accounting policies. The areas involving a higher degree of judgement or complexity, or areas where 
assumptions and estimates are significant to the financial statements are disclosed in the relevant sections of the 
financial statements. Although these estimates are based on management’s best knowledge of current events and 
actions they may undertake in the future, actual results ultimately may differ from those estimates. 

1.32 Value Added Tax (VAT) 

The municipality accounts for VAT on the cash basis. The municipality is liable to account for VAT at the Standard 
rate (14%) in terms of section 7(1)(a) of the Value Added Tax Act, (Act 89 of 1991) in respect of the supply goods or 
services, except where the supplies are specifically zero-rated in terms of section 11, exempted in terms of section 12 
of the VAT Act or are scoped out for VAT purposes. The municipality account for VAT on a monthly basis. 

1.33 Budget information 

Economic Entity are typically subject to budgetary limits in the form of appropriations or budget authorisations (or 
equivalent), which is given effect through authorising legislation, appropriation or similar. 

General purpose financial reporting by economic entity shall provide information on whether resources were obtained 
and used in accordance with the legally adopted budget. 

The approved budget is prepared on a accrual basis and presented by economic classification linked to performance 
outcome objectives. 

The approved budget covers the fiscal period from 01/07/2014 to 30/06/2015. 
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1.33 Budget infornnation (continued) 

The budget for the economic entity includes all the entities approved budgets under its control. 

The financial statements and the budget are on the same basis of accounting therefore a comparison with the 
budgeted amounts for the reporting period have been included in the Statement of comparison of budget and actual 
amounts. 

The Statement of comparative and actual information has been included in the financial statements as the 
recommended disclosure when the financial statements and the budget are on the same basis of accounting as 
determined by National Treasury. 

1.34 Events after the reporting date 

Events after the reporting date that are classified as adjusting events have been accounted for in the annual financial 
statements. The events after the reporting date that are classified as non adjusting events after the reporting date 
have been disclosed in the notes to the annual financial statements. 
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2. New standards and interpretations 


2.1 Standards and interpretations issued, but not yet effective 

The economic entity has not applied the following standards and interpretations, which have been published and are 
mandatory for the economic entity's accounting periods beginning on or after 01 July 2015 or later periods: 


Standard/ Interpretation; 

Effective date: 

Years beginning on or 
after 

Expected Impact: 

• 

GRAP 18: Segment Reporting 

01 April 2015 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 

• 

GRAP 105: Transfers of functions between entities under 
common control 

01 April 2015 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 

• 

GRAP 106: Transfers of functions between entities not 
under common control 

01 April 2015 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 

• 

GRAP 107: Mergers 

01 April 2015 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 

• 

GRAP 20: Related parties 

01 April 2016 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 

• 

IGRAP 11: Consolidation - Special purpose entities 

01 April 2015 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 

• 

IGRAP 12: Jointly controlled entities - Non-monetary 
contributions by ventures 

01 April 2015 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 

• 

GRAP 6 (as revised 2010): Consolidated and Separate 
Financial Statements 

01 April 2015 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 

• 

GRAP 7 (as revised 2010): Investments in Associates 

01 April 2015 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 
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2 . New standards and interpretations (continued) 


• 

GRAP 8 (as revised 2010): Interests in Joint Ventures 

01 April 2015 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 

• 

GRAP32: Service Concession Arrangements: Grantor 

01 April 2016 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 

• 

GRAP108: Statutory Receivables 

01 April 2016 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 

• 

1GRAP17: Service Concession Arrangements where a 
Grantor Controls a Significant Residual Interest in an Asset 

01 April 2016 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 

• DIRECTIVE 11: Changes in measurement bases following 

the initial adoption of Standards of GRAP 

3. Inventories 

01 April 2016 

It is unlikely that standard 
will have a material impact 
on the municipality's 
annual financial 
statements. 

Consumable Stores 1,062,728 

1,005,096 

1,062,728 

1,005,096 

Water 

748,591 

676,273 

748,591 

676,273 

Unsold Properties Held for Resale 2,311,000 

2,311,000 

2,311,000 

2,311,000 


4,122,319 

3,992,369 

4,122,319 

3,992,369 


Items in the store are booked out against the relevant service expenditure . 

Obsolete, redundant and slow moving inventory was identified and written down to estimated economic or realisable 
values to the relevant service through the statement of financial performance. 

Inventory pledged as security 

No inventory was pledged as security for the year. 

4. Other financial assets 


Designated at fair value 

Listed shares 

956,026 

889,879 

956,026 

889,879 

Sanlam Shares 

Unlisted shares 

OVK / EFC Shares 

1,121,878 

736,283 

1,121,878 

736,283 


2,077,904 

1,626,162 

2,077,904 

1,626,162 

At amortised cost 

Other financial assets 

1,027,269 

972,871 

1,027,269 

972,871 

Total other financial assets 

3,105,173 

2,599,033 

3,105,173 

2,599,033 
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4. Other financial assets (continued) 


Non-current assets 

Designated at fair value 
At amortised cost 


2,077,904 

1,027,269 

3,105,173 


1,626,162 

972,871 

2,599,033 


2,077,904 

1,027,269 

3,105,173 


1,626,162 

972,871 

2,599,033 


Financial assets at fair value 

Fair value hierarchy of financial assets at fair value 

For financial assets recognised at fair value, disclosure Is required of a fair value hierarchy which reflects the 
significance of the inputs used to make the measurements. The fair value hierarchy have the following levels: 

Level 1 represents those assets which are measured using unadjusted quoted prices in active markets for identical 
assets. 

Level 2 applies inputs other than quoted prices that are observable for the assets either directly (I.e. as prices) or 
indirectly (i.e. derived from prices). 

Level 3 applies inputs which are not based on observable market data. 


Level 1 


Sanlam 

956,026 

889,879 

956,026 

889,879 

OVK 

1,121,878 

736,203 

1,121,878 

736,283 


2,077,904 

1,626,162 

2,077,904 

1,626,162 

As at 30 June 2015, the Sanlam share value was: 


R66.34 (2014: R61.76). 


As at 30 June 2015, the OVK share value was as follow: OVK Operations R13.35 (2014: R9.02) 



OVK Holdings: 

R12.31 

(2014; R7.60). 


Financial assets at amortised cost 





Fair values of financial assets measured or disclosed at fair value 




Class 1- ABSA and Sanlam 

1,027,269 

972,871 

1,027,269 

972,871 

5. Trade and Other Receivables from Exchange Transactions 




Gross balances 





Rates 

42,126,484 

27,247,484 

42,126,484 

27,247,484 

Electricity 

48,872,344 

40,278,945 

48,872,344 

40,278,945 

Water 

91,773,286 

69,350,731 

91,773,286 

69,350,731 

Sewerage 

24,462,112 

50,398,998 

24,462,112 

50,398,998 

Refuse 

37,629,197 

65,479,875 

37,629,197 

65,479,875 

Other 

1,956,082 

7,336,934 

1,956,882 

7,336,934 


246,820,305 

260,092,967 

246,820,305 

260,092,967 
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Economic entity 

Controlling entity 


2015 

2014 

2015 

2014 


R 

R 

R 

R 

5. Trade and Other Receivables from Exchange Transactions (continued) 



Less: Allowance for impairment 

Rates 

(18,765,383) 

(19,750,455) 

(18,765,383) 

(19,750,455) 

Electricity 

(33,331,988) 

(27,254,700) 

(33,331,988) 

(27,254,700) 

Water 

(32,987,272) 

(52,922,250) 

(32,987,272) 

(52,922,250) 

Sewerage 

(15,672,774) 

(39,069,345) 

(15,672,774) 

(39,069,345) 

Refuse 

(26,081,363) 

(48,677,823) 

(26,081,363) 

(48,677,823) 

Other 

(946,877) 

(5,050,071) 

(946,877) 

(5,050,071) 


(127,785,657) 

(192,724,644) 

(127,785,657) 

(192,724,644) 

Net balance 

Rates 

23,361,101 

7,497,029 

23,361,101 

7,497,029 

Electricity 

15,540,356 

13,024,245 

15,540,356 

13,024,245 

Water 

58,786,014 

16,428,481 

58,786,014 

16,428,481 

Sewerage 

8,789,338 

11,329,653 

8,789,338 

11,329,653 

Refuse 

11,547,834 

16,802,052 

11,547,834 

16,802,052 

Other 

1,010,005 

2,286,863 

1,010,005 

2,286,863 


119,034,648 

67,368,323 

119,034,648 

67,368,323 


Included in above is receivables from 
exchange transactions 


Electricity 

15,540,356 

13,024,245 

15,540,356 

13,024,245 

Water 

58,786,014 

16,428,481 

58,786,014 

16,428,481 

Sewerage 

8,789,338 

11,329,653 

8,789,338 

11,329,653 

Refuse 

11,547,834 

16,802,052 

11,547,834 

16,802,052 

Other 

1,010,005 

2,286,862 

1,010,005 

2,286,862 

Included in above is receivables from 
non-exchange transactions (taxes and 
transfers) 

95,673,547 

59,871,293 

95,673,547 

59,871,293 

Rates 

23,361,101 

7,497,029 

23,361,101 

7,497,029 

Net balance 

119,034,648 

67,368,322 

119,034,648 

67,368,322 

Rates 

Current (0 -30 days) 

7,111,223 

2,896,102 

7,111,223 

2,896,102 

31 - 60 days 

2,959,471 

1,086,803 

2,959,471 

1,086,803 

61 - 90 days 

2,712,505 

1,019,570 

2,712,505 

1,019,570 

91-120 days 

2,044,912 

2,218,616 

2,044,912 

2,218,616 

121 -365 days 

27,298,373 

20,026,393 

27,298,373 

20,026,393 

Less: Impairment 

(18,765,383) 

(19,750,455) 

(18,765,383) 

(19,750,455) 


23,361,101 

7,497,029 

23,361,101 

7.497,029 

Electricity 

Current (0 -30 days) 

20,413,047 

7,707,917 

20,413,047 

7,707,917 

31 - 60 days 

1,875,562 

2,216,299 

1,875,582 

2,216,299 

61 - 90 days 

1,888,117 

1,633,024 

1,888,117 

1,633,024 

91-120 days 

1,709,021 

1,386,857 

1,709,021 

1,386,857 

121 -365 days 

22,986,577 

27,334,848 

22,986,577 

27,334,848 

Less: Impairment 

(33,331,988) 

(27,254,700) 

(33,331,988) 

(27,254,700) 


15,540,356 

13,024,245 

15,540,356 

13,024,245 
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Economic entity 

Controliing entity 


2015 

2014 

2015 

2014 


R 

R 

R 

R 

5. Trade and Other Receivables from Exchange Transactions (continued) 



Water 

Current (0 -30 days) 

6,187,640 

3,105,805 

6,187,640 

3,105,805 

31 - 60 days 

2,551,649 

2,194,865 

2,551,649 

2,194,865 

61 - 90 days 

2,493,706 

2,106,731 

2,493,706 

2,106,731 

91 - 120 days 

2,847,768 

2,082,075 

2,847,768 

2,082,075 

121 -365 days 

77,692,523 

59,861,255 

77,692,523 

59,861,255 

Less: Impairment 

(32,987,272) 

(52,922,250) 

(32,987,272) 

(52,922,250) 


58,786,014 

16,428,481 

58,786,014 

16,428,481 

Sewerage 

Current (0 -30 days) 

1,635,802 

1,239,141 

1,635,802 

1,239,141 

31 - 60 days 

1,461,471 

1,481,142 

1,461,471 

1,481,142 

61 - 90 days 

1,437,706 

1,421,591 

1,437,706 

1,421,591 

91 - 120 days 

1,433,264 

1,404,049 

1,433,264 

1,404,049 

121 -365 days 

18,493,869 

44,853,075 

18,493,869 

44,853,075 

Less: Impairment 

(15,672,774) 

(39,069,345) 

(15,672,774) 

(39,069,345) 


8,789,338 

11,329,653 

8,789,338 

11,329,653 

Refuse 

Current (0 -30 days) 

1 ,444,441 

4,175,032 

1,444,441 

4,175,032 

31 - 60 days 

1,715,011 

1,773,070 

1,715,011 

1,773,070 

61 - 90 days 

1,698,851 

1,673,080 

1,698,851 

1,673,080 

91-120 days 

1,707,483 

1,679,738 

1 ,707,483 

1,679,738 

121 -365 days 

31,063,411 

56,178,955 

31,063,411 

56,178,955 

Less: Impairment 

(26,081,363) 

(48,677,823) 

(26,081,363) 

(48,677,823) 


11,547,834 

16,802,052 

11,547,834 

16,802,052 

Other (specify) 

Current (0 -30 days) 

1,033,727 

1,082,177 

1,033,727 

1,082,177 

31-60 days 

137,845 

118,800 

137,845 

118,800 

61 - 90 days 

107,965 

133,182 

107,965 

133,182 

91-120 days 

91,110 

161,115 

91,110 

161,115 

121 -365 days 

586,235 

5,841,660 

586,235 

5,841,660 

Less: Impairment 

(946,877) 

(5,050,071) 

(946,877) 

(5,050,071) 


1,010,005 

2,286,863 

1,010,005 

2,286,863 
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Economic entity 

Controlling entity 


2015 

R 

2014 

R 

2015 

R 

2014 

R 

5. Trade and Other Receivables from Exchange Transactions (continued) 



Summary of debtors by customer classification 





Consumers 

Current (0 -30 days) 

31-60 days 

61-90 days 

91 - 120 days 

121 -365 days 

35,906,125 

8,503,691 

8,280,283 

8,142,264 

156,801,705 

9,009,400 

7,973,532 

6,927,325 

7,676,547 

174,524,381 

35,906,125 

8,503,691 

8,280,283 

8,142,264 

156.801,705 

9,009,400 

7,973,532 

6,927,325 

7,676,547 

174,524,381 


217,634,068 

206,111,185 

217,634,068 

206,111,185 

Industrial/ commercial 

Current (0 -30 days) 

31 - 60 days 

61-90 days 

91 - 120 days 

121 -365 days 

2,624,670 

1,152,920 

1,152,920 

626,355 

9,330,171 

928,286 

518,229 

659,383 

456,399 

7,675,902 

2,624,670 

1,152,920 

1,152,920 

626,355 

9,330,171 

928,206 

518,229 

659,383 

456,399 

7,675,902 


14,887,036 

10,238,199 

14,887,036 

10,238,199 

National and provincial government 

Current (0 -30 days) 

31 - 60 days 

61 - 90 days 

91 - 120 days 

121 -365 days 

3,386,086 

1,044,419 

1 ,420,026 
1,064,938 
7,898,110 

806,033 

705,640 

742,502 

1,145,214 

3,314,898 

3,386,086 

1,044,419 

1,420,026 

1,064,938 

7,898,110 

806,033 

705,640 

742,502 

1,145,214 

3,314,898 


14,813,579 

6,714,287 

14,813,579 

6,714,287 

Total 

Current (0 -30 days) 

31 - 60 days 

61 - 90 days 

91 - 120 days 

121 - 365 days 

Less: Allowance for impairment 

37,825,860 

10,701,029 

10,338,850 

9,833,558 

178,120,988 

246,820,305 

(127,785,657) 

119,034,648 

20,206,175 

8,870,979 

7,987,178 

8,932,450 

214,096,186 

260,092,968 

(192,724,645) 

67,368,323 

37,825,880 

10,701,029 

10,338,850 

9,833,558 

178,120,986 

246,620,305 

(127,785,657) 

119,034,648 

20,206,175 

8,870,979 

7,987,178 

8,932,450 

214,096,186 

260,092,968 

(192,724,646) 

67,368,322 

Reconciliation of allowance for 
impairment 

Balance at beginning of the year 

Contributions to allowance 

Debt Impairment written off against 
allowance 

(192,724,644) 

(25,097,237) 

90,036,224 

(152,047,627) 

(57,167,595) 

16,490,578 

(192,724,644) 

(25,097,237) 

90,036,224 

(152,047,627) 

(57,167,595) 

16,490,578 


(127,785,657) 

(192,724,644) 

(127,785,657) 

(192.724,644) 


Consumer debtors pledged as security 

No consumer debtors were pledged as security for overdraft facilities. 
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Economic entity 

Controlling entity 


2015 

2014 

2015 

2014 


R 

R 

R 

R 

6. Receivables from non-exchange transactions 

Fines 

685,496 

350,976 

685,496 

350,976 

Sundry Debtors 

5,496,420 

8,014,137 

5,496,420 

8,014,137 

Prepayments (Eskom and Fuel Deposits) 

1,879,430 

2,004,745 

1,879,430 

2,004,745 

Rates (Details as per Note 5 above) 

23,361,101 

7,497,029 

23,361,101 

7,497,029 

_ 

31,422,447 

17,866,887 

31,422,447 

17,866,887 

7. VAT receivable 

VAT Receivable 

41,632,897 

55,371,821 

41,632,897 

55,371,821 


The Municipality is registered on the payment basis, therefore VAT is paid over to the South African Revenue 
Services (SARS) oniy once payment is received from debtors. 

8. Non Current Receivables 


Prior to the implementation of the MFMA, Council granted a long term loan to Ficksburg Squash Club for the building 
of a club house and squash courts. This loan is repayable to council on agreed terms and conditions. This loan was 
paid up during the year. 


Non Current Receivables 


1,294 


1,294 


9. Cash and cash equivalents 

Cash and cash equivalents consist of: 


Cash on hand 
Bank balances 
Short-term deposits 


8,707 

583,817 

3,109,584 

3,702,108 


9,107 

7,348,816 

5,241,027 

12,598,950 


8,707 

583,817 

3,109,584 

3,702,108 


9,107 

7,347,501 

5,241,027 

12,597,635 


Cash and cash equivalents pledged as collateral 

The Municipality has a overdraft facility of R3, 000, 000. There is a pledge amount of R3, 000, 000. 00 against the 
investment account with account number 62049046205 to secure this overdraft facility. 


The municipality had the following bank accounts 


Account number / description 

Bank statement balances 

Cash book balances 


30 June 2015 

30 June 2014 

30 June 2013 

30 June 2015 

30 June 2014 30 June 201 3 

FNB BANK - Current Account - 
620 480 92647 

574,105 

7,336,317 

733,772 

583,817 

7,347,501 

(1,421,411) 

FNB BANK - Business Money 
Market -621 517 83563 

10,732 

206,552 

197,375 

10,732 

206,552 

197,375 

FNB BANK - Savings Account - 
620 490 46205 

3,063,184 

4,656,759 

11,265,705 

3,063,184 

4,656,759 

11,265,705 

FNB BANK - Call Account - 623 
105 40465 

35,668 

3,777,116 

6,836,079 

35,668 

3,777,116 

6,836,079 

Standard Bank - Current 

Account - 25 102 876 3 


1,315 

5,374 

* 

1,315 

5,374 

Total 

3,683,689 

15,978,059 

19,038,305 

3,693,401 

15,989,243 

16,883,122 
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Notes to the Financial Statements 



Economic entity 

Controlling entity 


2015 

2014 

2015 

2014 


R 

R 

R 

R 

11. Property, plant and equipment (continued) 







Included within 

Included within 

Total 



Infrastructure 

Community 


Opening baiance 


62,214,956 

- 

62,214,956 

Additions/capital expenditure 


8,574,166 

1,631,134 

10,205,300 

Transferred to completed items 


(30,188,562) 

- 

(30,188,562) 



40,600,560 

1,631,134 

42,231 ,694 

Reconciliation of Work-in-Progress Economic entity - 2014 





Included within 

Included within 

Included within 

Total 


Infrastructure 

Community 

Other PPE 


Opening balance 

19,880,047 

- 

- 

19,880,047 

Additions/capital expenditure 

65,917,526 

- 

- 

65,917,526 

Transferred to completed items 

(378,807) 

(2,397,644) 

(20,806,166) 

(23,582,617) 


85,418,766 

(2,397,644) 

(20,806,166) 

62,214,956 

Reconciliation of Work-in-Progress Controlling entity - 2015 






Included within 

Included within 

Total 



Infrastructure 

Community 


Opening balance 


62,214,956 

- 

62,214,956 

Additions/capital expenditure 


8,574,166 

1,631,134 

10,205,300 

Transferred to completed items 


(30,188,562) 

- 

(30,188,562) 



40,600,560 

1,631,134 

42,231,694 

Reconciliation of Work-in-Progress Controlling entity - 2014 





Included within 

Included within 

Included within 

Total 


Infrastructure 

Community 

Other PPE 


Opening balance 

19,880,047 

- 

- 

19,880,047 

Additions/capital expenditure 

65,917,526 

- 

- 

65,917,526 

Transferred to completed items 

(378,807) 

(2,397,644) 

(20,806,166) 

(23,582,617) 


85,418,766 

(2,397,644) 

(20,806,166) 

62,214,956 


With the physical verification process that was done to correct the infrastructure asset register and the movable asset 
register during the current financial year, new classifications was used and therefore certain figures changed from the 
prior year to the current year. There were also assets found that were omitted from last year's asset register and 
these were subsequently added, also resulting in a change of prior period figures. Refer to note 55. 

A register containing the information required by Section 63 of the Municipal Finance Management Act is available for 
inspection at the registered office of the municipality. 
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Current liabilities 

At amortised cost 541,222 477,638 541,222 477,638 
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Notes to the Financial Statements 



Economic entity 

Controlling entity 


2015 

2014 

2015 

2014 


R 

R 

R 

R 

15. Finance lease obligation 





It is economic entity policy to lease certain vehicles, computers, faxes, equipment and photo copy machines under 

finance leases. 





The average lease term was 3-5 years and the average 

effective borrowing rate was 11% (2014: 11%). 


During the current financial year there were no financial 

leases and no new lease agreements were entered into. 


16. Payables from exchange transactions 





Trade payables 

23,618,228 

19,817,264 

23,618,228 

19,817,264 

Payments received in advanced 

11,612,520 

6,863,065 

11,612,520 

6,863,065 

Staff leave accrual 

9,137,382 

8,262,453 

9,137,382 

8,262,453 

Bonus 

3,443,094 

3,090,590 

3,443,094 

3,090,590 

Other payables 

3,336,465 

3,767,209 

3,336,465 

3,767,209 

Salary Control 

1,775,184 

945,008 

1,775,184 

945,006 

_ 

52,922,873 

42,745,589 

52,922,873 

42,745,589 

17. VAT payable 





VAT payable 

- 

29,290,116 

- 

29,290,116 

During the year there was a change in the accounting system, which resulted in a consolidation of certain VAT 


accounts. 





18. Consumer deposits 





Electricity 

2,417,491 

2,275,816 

2,417,491 

2,275,816 

Other 

11,511 

6,608 

11,511 

6,608 


2,429,002 

2,282,424 

2,429,002 

2,282,424 

Guarantees held in lieu of electricity and other deposits 





19. Unspent conditional grants and receipts 





Unspent conditional grants and receipts comprises of: 




Unspent conditional grants and receipts 





COGTA 

806,883 

3,320,809 

806,883 

3,320,809 

National Lottery 

- 

1,000,000 

- 

1,000,000 

_ 

806,883 

4,320,809 

806,883 

4,320,809 

Movement during the year 





Balance at the beginning of the year 

4,320,808 

6,087,658 

4,320,808 

6,087,658 

Additions during the year 

250,342,633 

269,181,578 

250,342,633 

269,181,578 

Income recognition during the year ( 

253,856,558) 

(270,948,427) 

(253,856,558) 

(270,948,427) 


806,883 

4,320,809 

806,883 

4,320,809 
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Notes to the Financial Statements 

Economic entity Controlling entity 

2015 20T4 2015 2014 

R R R R 


20. Provisions 

Reconciliation of provisions - Economic entity - 2015 


Environmental rehabilitation 

Provision 1 

Employee benefit cost 

Opening 

Balance 

9,460,700 

1,168,000 

7,033,136 

Additions 

39,000 

1,133,000 

Reversed 
during the year 
(264,700) 

Total 

9.196.000 

1.207.000 
8,166,136 


17,661,836 

1,172,000 

(264,700) 

18,569,136 

Reconciliation of provisions • Economic entity ■ 2014 





Environmental rehabilitation 

Provision 1 

Employee benefit cost 

Opening 

Balance 

2,945,966 

719,000 

6,689,136 

Additions 

6,597,604 

449.000 

344.000 

Utilised during 
the year 
(82,870) 

Total 

9,460,700 

1,168,000 

7,033,136 


10,354,102 

7,390,604 

(82,870) 

17,661,836 

Reconciliation of provisions - Controlling entity - 2015 





Environmental rehabilitation 

Long service bonus (short term portion) 

Long service bonus (long term portion) 

Opening 

Balance 

9,460,700 

1,168,000 

7,033,136 

Additions 

39,000 

1,133,000 

Reversed 
during the year 
(264,700) 

Total 

9.196.000 

1.207.000 
8,166,136 


17,661,836 

1,172,000 

(264,700) 

18,569,136 

Reconciliation of provisions • Controlling entity • 2014 





Environmental rehabilitation 

Long service bonus (short term portion) 

Long service bonus (long term portion) 

Opening 

Balance 

2,945,966 

719,000 

6,689,136 

Additions 

6,597,604 

449.000 

344.000 

Utilised during 
the year 
(82,870) 

Total 

9,460,700 

1,168,000 

7,033,136 


10,354,102 

7,390,604 

(82,870) 

17,661,836 


Non-current liabilities 
Current liabilities 


17.362.136 

1,207,000 

18.569.136 


16,493,636 

1,168,000 

17,661,836 


17.362.136 

1,207,000 

18.569.136 


16.493.836 

1,168,000 

17.661.836 
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20. Provisions (continued) 

1. Long Service Bonus 

A iong-service award is granted to municipal employees after the completion of fixed periods of continuous service 
with the Municipality. The provision represents an estimation of the awards to which employees in the service of the 
Municipality may become entitled to in future. GRAP 25 valuation was done by management for the 2013/2014 
financial year and membership data used can be summariesed as follow: 

Number of current employees 700 

733 


The amounts recognised in the statement of financial position are as follows: 

Carrying value 


Present value long service awards liability - wholly unfunded (0,201,000) 

(7.408.000) 

Service Cost (1,063,000) 

(953.000) 

Interest Cost (664,000) 

(592.000) 

Actuarial Benefits paid 748,186 

858,873 

Actuarial gains/(losses) (193,186) 

(106,873) 


As at 30 June (9,373,000) 

( 8 , 201 , 000 ) 


Key assumptions used 
Financial Variables 

The two most important financial variables used in our valuation are the discount rate and salary inflation. We have 
assumed the following values for these variables: 


Financial Variable Assumed Value 30-06-2015 Assumed Value at 30-06-2014 

(Current Valuation) (Preceding Valuation) 


Discount Rate 

7.96% 

7.96% 

CPI (Consumer Price Inflation) 

6.33% 

6.33% 

Normal Salary Increase Rate 

7.33% 

7.33% 

Net Effective Discount Rate” 

0.59% 

0.59% 


Discount Rate 

GRAP 25 defines the determination of the Discount rate assumption to be used as follows: 

"The discount rate that reflects the time value of money is best approximated by reference to market yields at the 
reporting date on government bonds. Where there is no deep market in government bonds with a sufficiently long 
maturity to match the estimated maturity of all the benefit payments, an entity uses current market rates of the 
appropriate term to discount shorter term payments, and estimates the discount rate for longer maturities by 
extrapolating current market rates along the yield curve." 

•Statement of Financial Position (herein referred to as the “balance sheet”). 

We use the nominal and real zero curves as at 30 June 2015 supplied by the JSE to determine our discounted rates 
and CPI assumptions at each relevant time period. We have changed this methodology from a point estimate in order 
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20. Provisions (continued) 

to present a more accurate depiction of the liability. For example a liability which pays out in 1 year will be discounted 
at a different rate than a liability which pays out in 30 years. Previously only one discount rate was used to value all 
the liabilities. 

** The Net Effective Discount Rate is different for each relevant time period of the yield curves’ various durations and 
therefore the Net Effective Discount Rate is based on the relationship between the (yield curve based) Discount Rate 
for each relevant time period and the (yield curve based) Salary Inflation for each relevant time period. 

Normal Salary Inflation Rate 

We have derived the underlying future rate of consumer price index inflation (CPI inflation) from the relationship 
between the (yield curve based) Conventional Bond Rate for each relevant time period and the (yield curve based) 
Inflation-linked Bond rate for each relevant time period. Our assumed rate of salary inflation was set as the assumed 
value of CPI plus 1%. The salaries used in the valuation include an assumed increase on 01 July 2015 of 6.79%. As 
at the time of this valuation South African Municipal salaries' negotiations were still in progress. Therefore, for the 
purpose of performing this valuation, we have assumed that the previous year's increase rate of 6.79% is still relevant 
in this year’s valuation. The next salary increase was assumed to take place on 01 July 2016. 

In addition to the normal salary inflation rate, we assumed the following promotional salary increases: 

Promotional Salary Increase Rates 

Age Band Promotional Increase 

20 - 24 5% 

25 - 29 4% 

30 - 34 3% 

35 - 39 2% 

40 -44 1% 

45 and over 0% 

Average Retirement Age 

The average retirement age for all active employees was assumed to be 63 years. This assumption implicitly allows 
for ill-health and early retirements. 

Normal Retirement Age 

The normal retirement age (NRA) for all active employees was assumed to be 65 years. 

Mortality Rates 

Mortality before retirement has been based on the SA 85-90 mortality tables. These are the most commonly used 
tables in the industry. 

Withdrawal Decrements 

A table setting out the assumed rates of withdrawal from service is set out below: 

Age Band Withdrawal Rate Males Withdrawal Rate Females 


20-24 16% 24% 

25-29 12% 18% 

30 -34 10% 15% 

35-39 8% 10% 

40 - 44 6% 6% 

45 - 49 4% 4% 

50 -54 2% 2% 

55-59 1% 1% 
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20. Provisions (continued) 

60 + 0% 0% 

2. Enviromental Rehabilitation (Landfill Sites) 

In terms of the Mineral and Petroleum Resources Development Act, 2002 (Act No 28 of 2002), it is required from the 
municipality to execute the environmental management program to restore the landfill sites at Ficksburg, Clocolan, 
Marquard and Senekal. Provision has been made for this cost based on actual cost calculations received from 
Consulting Engineers, The value of the provision is based on the expected future cost to rehabilitate the various sites. 

The cost of such property includes the initial estimate of the costs of rehabilitating the land and restoring the site on 
which it is located, the obligation for which a municipality incurs as a consequence of having used the property during 
a particular period for landfill purposes. The Municipality estimates the useful lives and makes assumptions as to the 
useful lives of these assets, which influence the provision for future costs. 

The following assumptions were used to calculate the provision: 

Total area expected to be rehabilitated: 329 000 square metres; 

Average rate per square metre: R42 escalating every year by 10%; 

Total area to be rehabilitated can be reconciled to the different sites as follows: 

Ficksburg 98 000 

Senekal 153 000 

Marquard 17 000 

Clocolan 61 000 

Each of the landfil sites have a different lifespan for rehabilitation ranging from 5 years to 10 years and are best 
estimates provided for by the respective Manager waste management, parks and properties. 

Ficksburg 10 Years 

Senekal 10 Years 

Marquard 1 Years 

Clocolan 1 Years 


Economic entity 

2015 2014 

R R 


67 



Setsoto Local Municipality Consolidated Annual Financial Statements 

(Registration number Municipal demarcation code FS191) 

Financial Statements for the year ended 30 June 2015 

Notes to the Financial Statements 

Economic entity Controlling entity 

2015 2014 2015 2014 

R R R R 


21 . Employee benefit obligations 
Defined benefit plan 

The municipality provides retirement benefits for its employees and councillors. Benefits are provided via defined 
contribution plans and defined benefit plans as listed below and which are administrated by various pension, 
provident and annuity funds. 

These plans are subject to the Pension Fund Act, 1956 (Act No. 24 of 1956) and include defined contribution plans. 
The municipality is under no obligation to cover any unfunded benefits. The only obligation of the municipality is to 
make the specified contributions. 

Sufficient Information was not available to use defined benefit accounting for the funds and it was accounted for as 
defined contribution plans due to the following reasons: 

- The assets of each fund are held in one portfolio and are not notionally allocated to each of the participating 
employers; 

' One set of financial statements are compiled for all the funds and not for each participating employer; and 

- The same rate of contribution applies to all participating employers and no regard is paid to differences in 
the membership distribution ofthe participating employers. 

This is in line with the exemption in GRAP 25 paragraph 31 which states that where information required for proper 
defined benefit accounting is not available in respect of multi?employer and state plans, these should be accounted 
for as defined contribution plans. 

Defined contribution plans 

The following are defined contribution plans; 

Free State Municipal Provident Fund 

South African Local Authorities Provident Fund 

National Fund for Municipal Workers 

Municipal Employees Pension Fund 

South African Municipal Workers Union Provident Fund 

Municipal Councillors Pension Fund. 

The following are defined benefit plans 

Free State Municipal Pension Fund 
South African Local Authorities Pension Fund 

These are not treated as a defined benefit plan as defined by GRAP 25, but as a defined contribution plan. These 
funds are multi employer plans and actuarial valuations done by actuaries could not be provided due to lack of 
information. According to the actuaries, it is not possible to report each municipality separately, thus it has been 
classified as a contribution plan. 

Some employees belong to the SALA Pension Fund. The latest actuarial valuation of the funds was on 1 July 2010. 
These valuations indicate that the funds are in sound financial position. The estimated liabilities ofthe fund is R 7 418 
million (2009: R 6 568 million) which is adequately financed by assets of R 7 110 million (2009: R 6 304 million). 

The actuarial valuations states that the fund is currently 96% funded by employer contributions. If the current 
employer contribution rate is maintained the fund is expected to be close to 100% funded at the next statutory 
valuation. 

A few employees belong to the Free State Municipal Pension Fund. The latest actuarial valuations of the fund was on 
30 June 2005. These valuations indicate that the fund is in a sound financial position. The estimated liabilities ofthe 
fund is R1 308 million which is adequately financed by assets of R 1 531 million. 

The actuarial valuation determined that the retirement plan was in a sound financial position. 
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21. Employee benefit obligations (continued) 

Post retirement medical aid plan 
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21 . Employee benefit obligations (continued) 

The Post Retirement Medical Plan is a defined benefit plan, of which the members are made up as follows: 


In-service (employee) members 

520 

458 

Continuation members (e.g: Retirees, widows, orphans) 

37 

32 

Total Members 

557 

490 


The Municipality’s current active employees and pensioners have the choice of participating in the following medical 
schemes: 

- LA Health Medical Scheme; 

- Bonitas Medical Scheme; 

- Hosmed Medical Scheme; 

- Samwumed Medical Scheme; and 

- KeyHealth Medical Scheme 

The amounts recognised in the statement of financial position are as follows: 


Carrying value 

(50,573,806) 

(2.854.000) 

(4.841.000) 
1,039,549 

16,044,451 


(41,184,000) 

Key assumptions used 


Present value of the defined benefit obligation - wholly unfunded - (41,184,000) 

Service Cost (1 ,994,000) 

Interest Cost (3,716,000) 

Actuarial Benefits paid 1,279,204 

Actuarial gains/(losses) 2,002,796 


As at 30 June (43,612,000) 


Changes in valuation assumptions as at the valuation dates: 


Financial Variable 

Change 

30-06-2015 Valuation 

30-06-2014 Valuation 

% 

Discount rate 

8.94% 

8.94% 

0% 

Consumer price inflation 

7.05% 

7.05% 

0% 

Medical aid Inflation 

8.05% 

8.05% 

0% 

Net effective discount rate 

0.82% 

0.82% 

0% 


Discount Rate 

GRAP 25 defines the determination of the Discount Rate assumption to be used as follows; 

“The discount rate that reflects the time value of money is best approximated by reference to market yields at the 
reporting date on government bonds. Where there is no deep market in government bonds with a sufficiently long 
maturity to match the estimated maturity of all the benefit payments, an entity uses current market rates of the 
appropriate term to discount shorter term payments, and estimates the discount rate for longer maturities by 
extrapolating current market rates along the yield curve.'' 

•Statement of Financial Position (herein referred to as the “balance sheet"). 

We used the nominal and real zero curves as at 30 June 2015 supplied by the JSE to determine our discount rates 
and CPI assumptions at each relevant time period. In the event that the valuation is performed prior to the effective 
valuation date, we use the prevailing yield at the time of performing our calculations. We have changed this 
methodology from a point estimate in order to present a more accurate depiction of the liability. For example a liability 
which pays out in 1 year will be discounted at a different rate than a liability which pays out in 30 years. Previously 
only one discount rate was used to value all the liabilities. 
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21. Employee benefit obligations (continued) 

Medicai Aid inflation 

The Medical Aid Contribution Inflation rate was set with reference to the past relationship between the (yield curve 
based) Discount Rate for each relevant time period and the (yield curve based) Medical Aid Contribution Inflation for 
each relevant time period. 

South Africa has experienced high heaith care cost inflation in recent years. The annualised compound rates of 
increase for the last ten years show that registered medicai aid schemes contribution inflation outstripped general CPI 
by almost 3% year on year. We do not consider these increases to be sustainable and have assumed that medical 
aid contribution increases would out-strip generai inflation by 1% per annum over the foreseeable future. 

Average Retirement Age 

The average retirement age for all active empioyees was assumed to be 63 years. This assumption implicitly allows 
for ill-health and early retirements. 

Normal Retirement Age 

The normal retirement age (NRA) for all active employees was assumed to be 65 years. 

Mortality Rates 

Mortality before retirement has been based on the SA 85-90 mortaiity tables. These are the most commonly used 
tables in the industry. Mortality post-employment (for pensioners) has been based on the PA (90) ultimate mortality 
tables. No explicit assumption was made about additional mortality or heaith care costs due to AIDS. 

Spouses and Dependants 

We assumed that the marital status of members who are currently married wiil remain the same up to retirement. It 
was also assumed that 90% of all single employees would be married at retirement with no dependent children. 
Where necessary it was assumed that female spouses would be five years younger than their male spouses at 
retirement and vice versa. 

Since this is the first time that we have done the valuation we were not abie to do an exact breakdown of the actuarial 
gain shown above. However, the main reasons for the actuariai loss can be attributed to the following factors: 

The main reasons for the actuarial gain can be attributed to the foiiowing factors: 

1 . Changes in economic variables - In this year’s vaiuation we used the nominai and real zero curves as at 

30 June 2015 supplied by the JSE to determine our discount rates and CPI assumptions at each relevant 

time period. As a result the interest rates, bond yields and inflation figures changed significantiy. This resulted 

in a higher net effectiv e discount rate and hence an overaii decrease in the iiability of around R 1,108,000. 

2. Actual versus expected experience - Medicai contributions increased by iess than allowed for. The net 
effect of this and other smaller experience items was a decrease in the iiability of around R 926,000. 

The primary purpose of this valuation is to enable the Municipality to comply with the requirements of GRAP 25. The 
liability amounts are calculated in accordance with GRAP 25 and the reiated actuariai practice guidance note (APN 
301) of the Actuarial Society of South Africa and can therefore be used in the compiiation of the Annual Financial 
Statements of the Municipality 

The report is avilable for inspection at the Municipality. 
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21. Employee benefit obligations (continued) 





Calculation of actuarial gains and losses 





Actuarial (gains) losses - Plan assets 

(2,002,796) 

(16,044,451) 

(2,002,796) 

(16,044,451) 

22. Service charges 





Sale of electricity 

64,532,419 

53,965,354 

64,532,419 

53,965,354 

Sale of water 

32,982,634 

24,678,522 

32,982,634 

24,678,522 

Sewerage and sanitation charges 

18,109,760 

14,496,680 

18,109,760 

14,496,880 

Refuse removal 

21,678,872 

17,050,976 

21,678,872 

17,050,976 

Other service charges 

130,740 

154,102 

130,740 

154,102 


137,434,425 

110,345,834 

137,434,425 

110,345,834 

23. Rental of facilities and equipment 





Rental of facilities 

1,298,235 

701,364 

1,298,235 

701,364 

24. Other income 





Sundry income 

5,132,747 

311,315 

5,132,747 

311,315 

Skills Development Claims 

963,080 

343,488 

963,080 

343,488 

Cemetery Fees 

290,016 

267,655 

290,016 

267,655 

Commission 

224,093 

425,267 

224,093 

425,267 

Post Retirement Medical Actuarial Gain 

2,002,796 

16,044,451 

2,002,796 

16,044,451 


8,612,732 

17,392,176 

8,612,732 

17,392,176 

25. Interest and Dividends received - investment 





Dividend revenue 





Unlisted financial assets - Local 

32,189 

29,974 

32,189 

29,974 

Interest revenue 





Interest earned on cash and bank 

231,208 

2,902,981 

231,208 

2,902,981 

Bank 

2,226,712 

- 

2,226,712 

- 

Interest charged on trade and other 

19,993,457 

19,388,904 

19,993,457 

19,388,904 

receivables 






22,451,377 

22,291,885 

22,451,377 

22,291,885 


22,483,566 

22,321,859 

22,483,566 

22,321,859 
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26. Property rates 
Rates received 


Residential 

23,132,687 

15,349,754 

23,132,687 

15,349,754 

State 

22,321,699 

18,156,835 

22,321,699 

18,156,835 

Less: Income forgone 

(13,307,629) 

(65,129) 

(13,307,629) 

(65,129) 

32,146,757 33,441,460 

Income forgone consists of the 5% discount allowed if property rates are paid in advance. 

32,146,757 

33,441,460 

Valuations 

Residential 

2,344,134,099 

1,691,409,551 

2,344,134,099 

1,691,409,551 

Commercial 

360,381,500 

311,861,254 

360,381,500 

311,861,254 

State 

309,399,400 

311,861,254 

309,399,400 

311,861,254 

Municipal 

32,015,600 

74,050,100 

32,015,600 

74,050,100 

Small holdings and farms 

2,439,991,720 

1,102,352,000 

2,439,991,720 

1,102,352,000 

Churches 

36,818,000 

35,049,100 

36,818,000 

35,049,100 


5,522,740,319 

3,526,583,259 

5,522,740,319 

3,526,583,259 


Valuations on land and buildings are performed every 5 years. The last general valuation came into effect on 1 July 
2014. Interim valuations are processed on an annual basis to take into account changes in individual property values 
due to alterations and subdivisions. 

A general rate of R0.04 (2014: R0.1) is applied to property valuations to determine assessment rates. Rebates of 85% 
(2014: 93,9%) are granted to residential, commercial and small holdings and farm property owners. 

Rates are levied on an annual basis with equal payments over twelve months. Interest at prime plus 1% per annum is 
levied on outstanding rates. 

The new general valuation was implemented on 1 July 2014. 
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27. Government grants and subsidies 





Operating grants 

Equitable share 

165,381,001 

165,019,000 

165,381,001 

165,019,000 

EPWP Grant 

2,632,000 

1,750,000 

2,632,000 

1,750,000 

Municipal Systems Improvement Grant 

934,000 

890,000 

934,000 

890,000 

(MSIG) 

Rnancial Management Grant (FMG) 

1,600,000 

1,550,000 

1,600,000 

1,550,000 

COGTA Grant 

3,013,925 

5,536,602 

3,013,925 

5,536,602 

Independent Development Trust 

503,759 

- 

503,759 

- 


174,064,685 

174,745,602 

174,064,685 

174,745,602 

Capital grants 

MIG Grant 

59,660,001 

78,600,659 

59,660,000 

78,600,659 

Lotto Grant 

1,000,000 

- 

1,000,000 

- 

Department of Water Affairs Grant 

15,871,065 

15,664,605 

15,871,065 

15,664,605 


76,531,066 

94,265,264 

76,531,065 

94,265,264 


250,595,751 

269,010,866 

250,595,750 

269,010,866 

Conditional and Unconditional 

Included in above are the following grants and subsidies received: 




Equitable Share 

In terms of the Constitution, this grant is used to subsidise the provision of basic services to indigent community 


members. 

All registered indigents receive a monthly subsidy of R 254 (2014: R 248), 

which is funded from the grant. 


MIG Grant 

Balance unspent at beginning of year 

. 

6,087,659 

- 

6,087,659 

Current-year receipts 

59,660,000 

72,513,001 

59,660,000 

72,513,001 

Conditions met - transferred to revenue 

(59,660,000) 

(78,600,660) 

(59,660,000) 

(78,600,660) 


■ 

- 

- 

- 


Conditions stiii to be met - remain iiabilities (see note 19). 

In terms of the MFMA Circular No.48, all conditional allocations (excluding interest earned thereon) that at year-end 
are not utilised must revert back to National Revenue Fund unless the relevant receiving officer can prove to the 
satisfaction of the National Treasury that the unspent allocation is committed to identifiable projects. The entity 
reports at year-end all unspent conditional grants were committed to identifiable projects. 

The grant is used to supplement municipal capital budgets to eradicate backlogs in municipal infrastructure utilised in 
providing basic services for the benefit of poor households. The grants was used to construct roads and sewerage 
infrastructure as part of the upgrading of informal settlement areas. 

DBSA Grant 

This grant was used to compile masterplans for Roads and Stormwater, Electricity Network, Water network and 
Sewer Network. 

EPWP Grant 
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27. Government grants and subsidies (continued) 

Current-year receipts 

Conditions met - transferred to revenue 

2,632,000 

(2,632,000) 

1,750,000 

(1,750,000) 

2,632,000 

(2,632,000) 

1,750,000 

(1,750,000) 

This grant is used in respect of job creation projects and programmes. 




Municipal Systems Improvement Grant (MSIG) 





Current-year receipts 

Conditions met - transferred to revenue 

934,000 

(934,000) 

890,000 

(890,000) 

934,000 

(934,000) 

890,000 

(890,000) 

The purpose of the grant is to assist municipalities in building in-house capacity to perform their functions and 
stabilise 

institutional and governance systems as required in the Local Government and the Municipal Systems Act. 


Financial Management Grant (FMG) 





Current-year receipts 

Conditions met - transferred to revenue 

1,600,000 

(1,600,000) 

1,550,000 

(1,550,000) 

1,600,000 

(1,600,000) 

1,550,000 

(1,550,000) 


The purpose of the grant is to promote and support reforms to financial management and the implementation of the 
MFMA. 


Department of Water Affairs Grant 

Current-year receipts 

Conditions met - transferred to revenue 


15,871,065 

(15,871,065) 


15,664,606 

(15,664,606) 


15,871,065 

(15,871,065) 


15,664,606 

(15,664,606) 


This grant was used to adress water loss control and assisting with water shortages in Clocolan, Marquard and 
Senekal during drought period, 


COGTA Grant 

Balance unspent at beginning of year 

Current-year receipts 

Conditions met - transferred to revenue 

Other 


3,320,809 

500,000 

(2,513,926) 

(500,000) 

806,883 


10,794,970 

(6,974,161) 

(500,000) 

3,320,809 


3,320,809 

500,000 

(2,513,926) 

(500,000) 

806,883 


10,794,970 

(6,974,161) 

(500,000) 

3,320,809 


Conditions still to be met - remain liabilities (see note 19). 

Province give a grant to improve infrustructure during the year (PIG). 

COGTA also contributes R500 000 per year towards the Municipal Manager's salary. 


Independent Development Trust 

Current-year receipts 503,759 

Other - Expenditure this year (503,759) 


503,759 

(503,759) 
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27. Government grants and subsidies (continued) 


Conditions still to be met - remain liabilities (see note 19). 

The Independant Development Trust Provide explanations of conditions still to be met and other relevant information. 

National Lottery 

Balance unspent at beginning of year 1,000,000 - 1,000,000 

Current-year receipts - 1,000,000 - 1,000,000 

Conditions met - transferred to revenue (1,000,000) - (1,000,000) - 

T 1,000,000 ^ 1,000,000 


Conditions still to be met - remain liabilities (see note 19). 

National Lottery gave this grant for the upgrading of the Flennie De Wet Stadium. 

Changes in level of government grants 

Based on the allocations set out in the Division of Revenue Act, (Act 10 of 2014), no significant changes in the level of 
government grant funding are expected over the forthcoming 3 financial years. 

28. Revenue 


Service charges 

137,434,425 

110,345,834 

137,434,425 

110,345,834 

Rental of facilities and equipment 

1,298,235 

701,364 

1,298,235 

701,364 

Licences and permits 

13,553 

21,064 

13,553 

21,064 

Sale of land 

824,007 

286,297 

824,007 

286,297 

Insurance Claims 

306,953 

28,236 

306,953 

28,236 

Other income 

8,612,732 

17,392,176 

8,612,732 

17,392,176 

Interest received - investment 

22,451,377 

22,291,885 

22,451,377 

22,291,885 

Dividends received 

32,189 

29,974 

32,189 

29,974 

Property rates 

32,146,757 

33,441,460 

32,146,757 

33,441,460 

Government grants & subsidies 

250,595,751 

269,010,866 

250,595,751 

269,010,866 

Fines, Penalties and Forfeits 

1,926,679 

1,428,150 

1,926,679 

1,428,150 

The amount included in revenue arising 
from exchanges of goods or services are 
as follows: 

455,642,658 

454,977,306 

455,642,658 

454,977,306 

Service charges 

137,434,425 

110,345,834 

137,434,425 

110,345,834 

Rental of facilities and equipment 

1,298,235 

701,364 

1,298,235 

701,364 

Licences and permits 

13,553 

21,064 

13,553 

21,064 

Sale of land 

824,007 

286,297 

824,007 

286,297 

Insurance claims 

306,953 

28,236 

306,953 

28,236 

Other income 

8,612,732 

17,392,176 

8,612,732 

17,392,176 

Interest received - investment 

22,451,377 

22,291,885 

22,451,377 

22,291,885 

Dividends received 

32,189 

29,974 

32,189 

29,974 


170,973,471 

151,096,830 

170,973,471 

151,096,830 
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Economic entity 

Controlling entity 


2015 

2014 

2015 

2014 


R 

R 

R 

R 


28. Revenue (continued) 

The amount included in revenue arising 
from non-exchange transactions is as 
follows: 

Taxation revenue 

Property rates 
Transfer revenue 
Government grants & subsidies 
Fines, Penalties and Forfeits 


32,146,757 

250,595,751 

1,926,679 

284,669,187 


33,441,460 

269,010,866 

1,428,150 

303,880,476 


32,146,757 

250,595,751 

1,926,679 

284,669,187 


33,441,460 

269,010,866 

1,428,150 

303,880,476 
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Economic entity 


Controlling entity 


2015 

R 

2014 

R 


2015 

R 

2014 

R 

29. Employee related costs 






Basic 

92,895,349 

80,736, 

,291 

92,895,349 

80,736,291 

Medical aid - company contributions 

12,646,218 

14,002, 

,137 

12,646,218 

14,002,137 

UIF 

951,041 

860, 

,117 

951,041 

860,117 

SDL 

1,200,917 

1,034, 

,224 

1,200,917 

1,034,224 

Leave pay provision charge 

2,596,993 

203, 

,778 

2,596,993 

203,778 

Contribution Medical Aid 

1,161,009 

829, 

,639 

1.161,009 

829,639 

Defined contribution plans 

15,510,209 

13,694, 

,352 

15,510,209 

13,694,352 

Travel, motorcar, accommodation, 

9,555,903 

7,360, 

105 

9,555,903 

7,360,105 

subsistence and other allowances 






Overtime payments 

7,742,816 

6,138, 

,564 

7,742,816 

6,138,564 

Long-service awards 

1,920,185 

1,651, 

,874 

1,920,185 

1,651,874 

Acting allowances 

607,394 

629, 

,577 

607,394 

629,577 

Housing benefits and allowances 

368,639 

342, 

,641 

368,639 

342,641 

Holiday Bonus 

6,245,391 

5,738, 

,398 

6,245,391 

5,738,398 

Allowance - Telephone 

28,200 

25, 

,200 

28,200 

25,200 

Industrial Council Levies 

57,866 

54, 

,535 

57,866 

54,535 

Telephone Allowance 

529,161 

286, 

,956 

529,161 

286,956 


154,017,291 

133,588, 

,388 

154,017,291 

133,588,388 

Remuneration of Municipal Manager - Mr STR 

Ramakarane 





Annual Remuneration 

1,398,309 

1,281, 

,205 

1,398,309 

1,281,205 

Contributions to UIF, Medical and Pension 

18,079 

15, 

,815 

18,079 

15,815 

Funds 






Travel , accommodation , motor car and 

278,364 

303, 

,810 

278,364 

303,810 

other subsistence allowances 






Other 

93,324 

106, 

,698 

93,324 

106,698 


1,788,076 

1,707,528 

1,788,076 

1,707,528 


COGTA financed an annual amount of R500, 000.00 towards the salary of the Municipal Manager. Please refer to 
note 27 


Remuneration of Chief Finance Officer - Mr GT Banda 


Annual Remuneration 

937,882 

881,759 

937,882 

881,759 

Contributions to UIF, Medical and Pension 

Funds 

11,163 

10,602 

11,163 

10,602 

Travel , accommodation , motor car and 
other subsistence allowances 

7,950 

3,885 

7,950 

3,885 

Other 

67,742 

27,492 

67,742 

27,492 

Remuneration of Chief Finance Officer (Acting) 

1,024,737 

- Mr N van Tonder 

923,738 

1,024,737 

923,738 

Other 

- 

39,070 

- 

39,070 

Mr van Tonder was acting CFO for the months of April and May 2014 while Mr Banda was on sick leave. 

Remuneration of Corporate Services Director - Mr T Masejane 


Annual Remuneration 

880,720 

761,214 

880,720 

761,214 
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Economic entity 

Controlling entity 


2015 

2014 

2015 

2014 


R 

R 

R 

R 

29. Employee related costs (continued) 

Contributions to UIF, Medical and Pension 

Funds 

11,017 

9,089 

11,017 

9,089 


Travei , accommodation , motor car and 
other subsistence ailowances 

133,268 

142,292 

133,268 

142,292 

Other 

61,171 

41,880 

61,171 

41,880 


1,086,176 

954,475 

1,086,176 

954,475 

Remuneration of Development, Planning, Security Services - Mr M Ntheli 



Annual Remuneration 

009,665 

761,214 

809,665 

761,214 

Contributions to UIF, Medical and Pension 

10,363 

8,956 

10,363 

8,956 

Funds 

Travel , accommodation , motor car and 

133,632 

130,261 

133,632 

130,261 

other subsistence allowances 

Other 

80,928 

69,545 

80,928 

69,545 


1,034,588 

969,976 

1,034,588 

969,976 

Remuneration of Engineering Services Director (Acting) - Mrs TF Zondi 




Other 

- 

90,308 

- 

98,308 

Mrs TF Zondi was appointed as acting Director on 1 March 2013. She was permanently appointed to the position 


from 1 December 2013. 





Remuneration of Technical Services Director - 

Mrs TF Zondi 




Annuai Remuneration 

704,234 

417,160 

704,234 

417,160 

Contributions to UIF, Medical and Pension 

10,610 

5,794 

10,610 

5,794 

Funds 

Travel , accommodation , motor car and 
other subsistence allowances 

235,719 

135,827 

235,719 

135,827 

Other 

73,388 

12,645 

73,388 

12,645 


1,023,951 

571,426 

1,023,951 

571,426 

Remuneration for Technical Services Director (Acting) - Mr MA Mokhethoa 



Other 

- 

45,740 

- 

45,740 

Mr MA Mokhethoa was appointed as acting Director from April 2014 to June 2014 while Mrs TF Zondi was on 


maternity leave. 





30. Remuneration of councillors 





Mayor 

770,024 

720,981 

770,024 

720,981 

Speaker 

620,639 

580,798 

620,639 

580,798 

Councillors 

6,540,264 

6,258,331 

6,540,264 

6,258,331 

Executive Committee Members 

1,953,320 

1,871,637 

1,953,320 

1,871,637 


9,884,247 

9,431,747 

9,884,247 

9,431,747 
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Economic entity 

Controlling entity 


2015 

2014 

2015 

2014 


R 

R 

R 

R 

31. Administrative expenditure 





The Mayor and Speaker are appointed on a full-time basis. Each is provided with an office and secretarial support at 

the cost of the Council. 





The Mayor has use of a Council owned vehicle for official duties. 




32. Depreciation and amortisation 





Property, plant and equipment 

261,821,514 

263,680,280 

261,821,514 

263,680,280 

33. Impairment of assets 





Impairments 

Property, plant and equipment 

During the current year the Municipality 
embarked on a process to assess the 
condition of roads. After this assessment 

22,270,528 

- 

22,270,528 

- 

roads were impaired. 

Impairment Fines Debtors 

1,326,800 

1,052,928 

1,326,800 

1,052,928 

During the period ending 30 June 2014 the 
Setsoto Local Municipality changed its 
accounting policy, whereby traffic offence 
income included under fines, is now 
recognised on an accrual basis rather than 
on the cash basis. 





The reason for the change in accounting 
policy is as a result of an accounting 
guideline issued by National Treasury, 
which will have an impact on the application 
of GRAP 23 in the 2013 financial year. 





The change in accounting policy did result in 
a fair presentation of financial information 






23,597,328 

1,052,928 

23,597,328 

1,052,928 

34. Finance costs 





Trade and other payables 

15,931 

. 

15,931 

- 

Bank 

1,143 

42,61 1 

1,143 

42,611 

Current borrowings 

901,722 

998,443 

901,722 

998,443 


918,796 

1,041,054 

918,796 

1,041,054 

35. Debt impairment 





Contributions to debt impairment provision 

25,097,238 

57,167,595 

25,097,238 

57,167,595 

36. Bulk purchases 





Electricity 

53,594,386 

52,561,888 

53,594,386 

52,561,888 
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Economic entity 

Controlling entity 


2015 

2014 

2015 

2014 


R 

R 

R 

R 

37. Contracted services 

Specialist Services 

7,582,086 

7,259,404 

7,582,086 

7,259,404 

38. Grants and subsidies paid 

Other subsidies 

Distutional help 

2,606,556 

3,876,829 

2,606,556 

3,876,829 

39. Loss on disposal of assets 

Loss on disposal of assets 

87,524 

5,670,141 

87,524 

5,670,141 


During the current year the Municipality disposed of old and redundant asset. 

There were also assets that were destroyed due to a fire and were paid out through insurance. 
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Economic entity 

Controlling entity 


2015 

2014 

2015 

2014 


R 

R 

R 

R 

40. General expenses 

Advertising 

671,253 

1,259,421 

671,253 

1,259,421 

Audit and Performance Audit Committee 
Expenses 

357,727 

30,878 

357,727 

30,878 

Bank charges 

407,469 

314,467 

406,154 

310,408 

Cleaning 

273,494 

207,650 

273,494 

207,650 

Computer expenses 

- 

263,891 

- 

263,891 

Consulting and professional fees 

4,658,975 

841,611 

4,658,975 

841,611 

Casualty insurance 

66,172 

10,458 

66,172 

10,458 

Industrial Council Levies 

- 

1,301 

- 

1,301 

Donations 

23,365 

78,181 

23,365 

78,181 

Conferences and delegations 

159,706 

385,531 

159,706 

385,531 

Disaster management 

20,455 

5,871 

20,455 

5,871 

Insurance 

1,401,385 

12,357,030 

1,401,385 

12,357,030 

Town planning 

2,792 

231,615 

2,792 

231,615 

Conferences and delegations 

51,796 

33,100 

51,796 

33,100 

Levies paid 

862 

21,929 

862 

21,929 

Youth expenditure 

244,508 

432,727 

244,508 

432,727 

Fuel and oil 

3,788,189 

3,914,451 

3,788,189 

3,914,451 

Postage and courier 

1,025,223 

1,082,743 

1,025,223 

1,082,743 

Industrial Council Levies 

2,066,805 

2,183,662 

2,066,805 

2,183,662 

Publicity 

20,469 

567,948 

20,469 

567,948 

Protective clothing 

275,045 

964,232 

275,045 

964,232 

License Fees 

3,433,282 

1,665,057 

3,433,282 

1,665,057 

Security (Guarding of municipal property) 

512,071 

221,283 

512,071 

221,283 

Subscriptions and membership fees 

22,063 

17,156 

22,063 

17,156 

Telephone and fax 

1,097,670 

1,542,616 

1,097,670 

1,542,616 

Training 

1,099,956 

2,691,403 

1,099,956 

2,691,403 

Travel and subsistance 

3,222,143 

2,619,366 

3,222,143 

2,619,366 

Valuation costs 

208,678 

1,228,070 

200,678 

1,228,070 

Tourism development 

469,298 

- 

469,298 

- 

Analysis 

45,222 

132,041 

45,222 

132,041 

Casualty insurance 

627,690 

830,492 

627,690 

830,492 

Departmental consumption 

6,530,884 

940,318 

6,530,884 

940,318 

Pauper funerals 

- 

3,800 

- 

3,600 

Manuring and weed control 

61,352 

1,067 

61,352 

1,067 

Streetlight electricity consumption 

942,755 

1,451,712 

942,755 

1,451,712 

Ward committee expenses 

959,000 

1,025,386 

959,000 

1,025,386 

IDP establisment 

238,584 

1,474,380 

238,584 

1,474,380 

Meter reading costs 

69,295 

57,747 

69,295 

57,747 

Chemicals 

4,411,404 

5,459,004 

4,411,404 

5,459,004 

Skills development levy 

1,335,997 

1,007,564 

1,335,997 

1,007,564 

Other expenses 

7,453,576 

3,801,329 

7,453,576 

3,801,329 


48,256,610 

51,358,488 

48,255,295 

51,354,429 
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Economic entity Controlling entity 



2015 

R 

2014 

R 

2015 

R 

2014 

R 

41. Cash generated from operations 

Deficit 

(161,021,852) 

(160,830,855) 

(161,020,537) 

(160,826,796) 

Adjustments for: 

Depreciation and amortisation 

261,821,514 

263,680,280 

261,821,514 

263,680,280 

Loss on sate of assets and liabilities 

87,524 

5,670,141 

87,524 

5,670,141 

Impairment deficit 

22,271,822 

1,052,928 

22,271,822 

1,052,928 

Debt impairment 

25,097,238 

57,167,595 

25,097,238 

57,167,595 

Movements in retirement benefit assets and 

2,428,000 

(9,389,001) 

2,428,000 

(9,389,001) 

liabilities 

Movements in provisions 

907,300 

7,307,734 

907,300 

7,307,734 

Heritage Assets in terms of GRAP 103 

- 

879,150 

- 

879,150 

accounted for: 

Corrections effecting previous years 

(46,536) 

1,696 

(46,536) 

1,696 

Correction of grant income 

- 

1,937,559 

- 

1,937,559 

Changes in working capital: 

Inventories 

(129,950) 

(24,485) 

(129,950) 

(24,485) 

Consumer debtors 

(60,899,491) 

(64,872,374) 

(60,899,491) 

(64,872,374) 

Other receivables from non-exchange 

(13,555,560) 

(5,202,431) 

(13,555,560) 

(5,202,431) 

transactions 

Payables from exchange transactions 

10,177,284 

(6,998,064) 

10,177,284 

(6,998,064) 

VAT 

13,738,924 

(15,217,997) 

13,738,924 

(15,217,997) 

Taxes and transfers payable (non exchange) 

(29,290,116) 

20,368,492 

(29,290,116) 

20,368,492 

Unspent conditional grants and receipts 

(3,513,926) 

(1,766,850) 

(3,513,926) 

(1,766,850) 

Consumer deposits 

146,578 

40,970 

146,578 

40,970 


68,218,753 

93,804,488 

68,220,068 

93,808,547 
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42. Capital commitments 

Commitments in respect of capital expenditure 


Already contracted for but not provided 
for 


• Property, plant and equipment 

• Investment property 

• Other financial assets 

16,769,441 

14,093,262 

4,683,700 

5,893,562 

19,395,674 

5,354,150 

16,769,441 

14,093,262 

4,683,700 

5,893,562 

19,395,674 

5,354,150 


35,546,403 

30,643,386 

35,546,403 

30,643,386 

Not yet contracted for and authorised by 
accounting officer 

• Property, plant and equipment 

• Investment property 

40,001,291 

599,428 

45,093,220 

1,865,631 

40,001,291 

599,428 

45,093,220 

1,865,631 


40,600,719 

46,958,851 

40,600,719 

46,958,851 

Total capital commitments 

Already contracted for but not provided for 

Not yet contracted for and authorised by 
accounting officer 

35,546,403 

40,600,719 

30,643,386 

46,958,851 

35,546,403 

40,600,719 

30,643,386 

46,958,851 


76,147,122 

77,602,237 

76,147,122 

77,602,237 


This committed expenditure relates to property and will be financed by available bank facilities, retained surpluses, 
rights issue of shares, issue of debentures, mortgage facilities, existing cash resources, funds internally generated, 
etc. 

This expenditure will be financed 
from: 

Grants, subsidies and own funding 76,147,122 77,602,237 76,147,122 77,602,237 
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43. Related parties 
Related party transactions 


Purchases from (sales to) related parties 


ERB Marketing 

187,000 

180,000 

Cemomo General Trading 

- 

144,281 

Baseline Securities 

54,250 

38,960 

Itumeleng Building & Training 

626,606 

- 

Mtembana Construction 

7,140 

- 


The IT Specialist have close family relations vi/ith the management of ERB Marketing that maintains the web site of 
council. 

The secretary of the Technical Director has close familiy relations with the director of Cemomo General Trading wich 
was appointed to transport water for the Municipality in the previous financial year (2014). 

The owner of Baseline Securities have close family relations with the expenditure accountant. 

The owner of Itumeleng Building and Training have close relations with the: Manager Human Resources. 

The owner of Mthembana Construction have close family relations to Me. S Metithafa in Corporate Services. 

Key management and Councillors 

No transactions took place between the entity and key management personnel or their close family members during 
the reporting period. 

Details relating to remuneration are disclosed in note 29 for key management and note 30 for Councillors. 

Setsoto Integrated Dairy 

Setsoto Integrated Dairy is a related party to the Municipality. During the current financial year there were no finacial 
transactions between the Municipality and the entity. 


44. Comparative figures 

Certain comparative figures have been reclassified. 

The effects of the reclassification are as follows: 

Statement of financial position 
Item 1 

Receivables from non-exchange - 19,804,447 

transactions (2014 AFS) 

Receivables from non-exchange - 17,866,887 

transactions (comparitive in 2015 AFS) 

Difference - 1,937,560 


19,804,447 

17,866,887 

1,937,560 
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Economic entity 

Controlling entity 


2015 

2014 

2015 

2014 


R 

R 

R 

R 

44. Comparative figures (continued) 





Statement of Financiai Performance 

Item 1 

Government grants & subsidies (2014 AFS) 


270,948,426 


270,948,426 

Government grants & subsidies (comparitive 
in 2015 AFS) 

- 

269,010,866 

” 

269,010,866 

Difference 

- 

1,937,560 

- 

1,937,560 

Item 2 

Other Income (2014 AFS) 


17,396,900 


17,396,900 

Other Income (comparitive in 2015 AFS) 

- 

17,392,176 

- 

17,392,176 

Difference 

- 

4,724 

- 

4,724 

Sale of land (2014 AFS) 

- 

281,573 

- 

281,573 

Sale of land (comparitive in 2015 AFS) 

- 

286,297 

- 

286,297 

Difference 

- 

(4,724) 

- 

(4,724) 

Item 3 

Employee related costs (2014 AFS) 


133,615,112 

. 

133,615,112 

Employee costs (comparitive in 2015 AFS) 

- 

133,588,388 

- 

133,588,388 

Difference 

- 

26,724 

- 

26,724 

Remuneration of councillors (2014 AFS) 

- 

9,405,022 

- 

9,405,022 

Remuneration of councillors (comparitive in 

2015 AFS) 

” 

9,431,747 

” 

9,431,747 

Difference 

- 

(26,725) 

- 

(26,725) 

Item 4 

General Expenses (2014 AFS) 


9,405,022 

. 

59,866,951 

General Expenses (comparitive in 2015 

AFS) 

” 

51,354,428 


51,354,428 

Difference 

- 

8,512,523 

- 

8,512,523 

Lease rentals on operating lease (2014 

AFS) 

- 

- 

- 

- 

Lease rentals on operating lease 
(comparitive in 2015 AFS) 

" 

8,512,523 


8,512,523 

Difference 

- 

(8,512,523) 

- 

(8,512,523) 

Item 5 

Fleritage Assets (2014 AFS) 


14,506,753 

. 

14,506,753 

Fleritage Assets (comparitive in 2015 AFS) 

- 

15,385,903 

- 

15,365,903 


- 

879,150 

- 

879,150 

Item 6 

Property, plant and equipment (2014 AFS) 


3,401,062,412 


3,401,062,412 

Property, plant and equipment (comparitive 
in 2015 AFS) 


3,401,214,710 


3.401,214,710 


- 

152,298 

- 

152,298 

Repairs and maintenance (2014 AFS) 

- 

19,995,587 

- 

19,995,587 

Repairs and maintenance (comparitive in 

2015 AFS) 

“ 

19,843,289 


19,843,289 


- 

(152,298) 

- 

(152,298) 

Effect of Item 1 to 6 on Accumulated 





Surplus 

Accumulated Surplus (2014 AFS) 

- 

;3,503,922,413) 

- 

:3, 503,922,413) 
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44. Comparative figures (continued) 

Effect of Item 1 above - 1,937,560 - 1,937,560 

Effect of Item 5 above - (879,150) - (879,150) 

Effect of Item 6 above - (152,298) - (152,298) 


Accumulated Surplus (comparitive in 2015 - ’3,503,016,301) - '3,503,016,301) 

AFS) 


849,883,170 


849,883,170 


Item 1 - This adjustment was done in terms of a Council resolution to fund a housing project of 1000 sites from own 
funds 


Item 2 and 4 - This reclassification was done as a result of remapping of certian amounts in Caseware. 


Item 5 - This is the effect of the Mayoral Chains ttat were accounted for in terms of GRAP103. 


Item 6 - During the asset verifying process certian assets were identified that were not captured on the asset register 
in 2014. 


45. Unauthorised expenditure 


Opening balance 
Unauthorised expenditure 
Irrecoverable and written off by the council 
Condoned by Council 


147,032,593 

206,684,628 

(147,032,593) 

(286,684,628) 


154,181,493 

147,032,593 

(154,181,493) 


147,032,593 


147,032,593 

286,684,628 

(147,032,593) 

(286,684,628) 


154,181,493 

147,032,593 

(154,181,493) 


147,032,593 


Details of unautorised 
expenditure 

Overspending of expenditure - 147,032,593 - 147,032,593 

votes,mainly contributed by 
depreciation onrevalued assets. 


46. Fruitless and wasteful expenditure 

Opening balance 

Fruitless and wasteful expenditure - current 
year 

Irrecoverable and written off by the council 


Details of fruitless and wasteful 
expenditure 

Payments made on interest and 
penalties 


9.620 - 9,620 

135,322 32,357 135,322 32,357 


(144,942) 


(22,737) (144,942) (22,737) 

9,620 ^ 9,620 


135,322 


135,322 


47. Irregular expenditure 

Opening balance 

Add: Irregular Expenditure - current year 
Irrecoverable and written off by the council 
(Condoned) 

Amounts recouped from councillors (see 
below) 


63,310,946 

33,449,533 

(96,358,781) 


401,698 


115,554,516 

74,744,136 

(126,871,640) 

(116,066) 


63,310,946 


63,310,946 

33,449,533 

(96,358,781) 


401,698 


115,554,516 

74,744,136 

(126,671,640) 

(116,066) 


63,310,946 
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47. Irregular expenditure (continued) 

Overpaymets of Councillors to be recouped 

633,802 749,868 633,802 749,868 

(90,319) (116,066) (90,319) (116,066) 

543,483 633,802 543,483 633,802 


Opening Balance 
Current year 


During the 2010/11 and 2011/12 financial year Councillors were overpaid and Council's decision were to recouped 
this money. 

Details of irregular expenditure - current year 


Details of irregular expenditure 

Expenditure item identified where 
the SCM process and procedures 
were not followed. 

Shortcommings on SCM processes 
idintified during the audit 


1,454,344 

31,995,189 

33,449,533 


11,931,459 

62,812,677 

74,744,1^ 


1,454,344 

31,995,189 

33,449,533 


11,931,459 

62,812,677 

74,744,136 


48. Auditors' remuneration 

Audit and Performance Audit Committee 357,727 30,878 357,727 30,878 


49. Additional disclosure in terms of Municipal Finance Management Act 


Contributions to organised local government 


Opening balance 

Current year subscription / fee 

Amount paid - current year 


(956,290) 

1,231,700 

(1,815,251) 

(1,539,841) 


(822,352) 

1,108,530 

(1,242,468) 

(956,290) 


(956,290) 

1,231,700 

(1,815,251) 

(1,539,841) 


(822,352) 

1,108,530 

(1,242,460) 

(956,290l 


The amount of R1, 539,841 is in respect of the 2015/2016 subscription and was paid in May 2015. Refer to note 6. 
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49. Additional disclosure in terms of Municipal Finance Management Act (continued) 

Reticulation losses 

Estimated electricity losses suffered by the municipality for the year under review are as follows: 

Estimated electricity losses included distribution to townships with unmetered electricity. 

Estimated electricity losses 16,658,061 21,690,046 16,658,061 21,690,046 


Electricity 

Percentage loss - - 21% 31% 


Estimated water losses suffered by the municipality for the year under review is as follows: 

Estimated water losses included distribution to townships with unmetered water. 

The Municipality is currently busy with a Revenue Enhancement Process to capture meters on the system. 

Water 

Estimated reticulation water losses 14,576,040 8,679,798 14,576,040 8,679,798 

To townships not metered 5,713,617 4,272,661 5,713,617 4, 272,661 

20,289,657 12,952,459 20,289,657 12,952,459 


Water ^ 

Percentage loss - ■ ££% 64% 


Audit fees 


Current year subscription / fee 5,814,216 4,974,717 5,814,216 4,974,717 

Amount paid - current year (5,808,017) (4,822,833) (5,808,017) (4,822,833) 

Amount paid - previous years - (151,884) ^ (151,884) 



6,199 

- 

6,199 

- 

PAYE and UIF 





Current year subscription / fee 

Amount paid - current year 

15,996,858 

(15,996,858) 

12,640,930 

(12,640,930) 

15,996,858 

(15,996,858) 

12,640,930 

(12,640,930) 

Pension and Medical Aid Deductions 





Current year subscription / fee 

Amount paid - current year 

51,098,692 

(49,092,457) 

33,334,828 

(33,334,828) 

51,098,692 

(49,092,457) 

33,334,828 

(33,334,828) 


2,006,235 

- 

2,006,235 

- 

Skills Development Levy 





Current year subscription / fee 

Amount paid - current year 

1,311,882 

(1,311,882) 

1,143,696 

(1,143,696) 

1,311,882 

(1,311,882) 

1,143,696 

(1,143,696) 


- 

- 

- 

- 
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49. Additional disclosure in terms of Municipal Finance Management Act (continued) 

VAT 

VAT receivable 41,632,897 55,371,821 41,632,897 55,371,821 

VAT output payables and VAT input receivables are shown in note 7 and 17. 

All VAT returns have been submitted by the due date throughout the year. 
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49. Additional disclosure in terms of Municipal Finance Management Act (continued) 


Councillors' arrear consumer accounts 



The following Councillors had arrear accounts outstanding for more than 90 days at 30 June 2015: 


30 June 2015 

Outstanding 

Outstanding 

Total 


less than 90 

more than 90 

R 


days 

days 



R 

R 


Councillor KS Mokhuoane 

564 

2,865 

3,429 

Councillor MD Malabo 

643 

66 

709 

Councillor RV Mohala 

965 

7,514 

8,479 

Councillor TJ Tsolo 

665 

1,643 

2,308 

Councillor PI Mavaleliso 

837 

3,048 

3,885 

Councillor MH Semahia 

947 

2,574 

3,521 

Councillor MA Mahlangu 

844 

769 

1,613 

Councillor MC Nakasi 

519 

2,534 

3,053 

Councillor MM Rasunyane 

688 

1,874 

2,562 

Councillor MS Maduna 

6^316 

1,565 

7,881 

Councillor Mohlomi 

684 

172 

856 


13,672 

24,624 

38,296 

30 June 2014 

Outstanding 

Outstanding 

Total 


less than 90 

more than 90 

R 


days 

days 



R 

R 


Councillor MWT Mabeleng 

819 

816 

1,635 

Councillor RV Mohala 

651 

6,850 

7,501 

Councillor MP Thamae 

646 

4,519 

5,165 

Councillor TJ Tsolo 

967 

2,080 

3,047 

Councillor PI Mavaleliso 

665 

3,410 

4,075 

Councillor MJ Raboroko 

631 

7,815 

8,446 

Councillor KE Koalane 

741 

6,822 

7,563 

Councillor MM Rasunyane 

497 

2,090 

2,587 

Councillor TM Muso 

640 

150 

790 

Councillor MP Mohlomi 

1,993 

1,906 

3,899 

Councillor KS Mokhuoane 

1,427 

9,366 

10,793 

Councillor TB Jakobo 

7,494 

5,168 

12,662 


17,171 

50,992 

68,163 

During the year the following Councillors' 

had arrear accounts outstanding for more than 

90 days. 


30 June 2015 


Highest 

Aging 



outstanding 

(in days) 



amount 


Councillor KS Mokhuoane 

- 

3,567 

464 

Councillor MD Malabo 

- 

817 

156 

Councillor RV Mohala 

- 

10,651 

1,088 

Councillor TJ Tsolo 

- 

2,310 

284 

Councillor PI Mavaleliso 

- 

4,373 

462 

Councillor MH Semahia 

- 

3,522 

349 

Councillor MA Mahlangu 

- 

1,666 

197 

Councillor MC Nakasi 

- 

3,113 

429 

Councillor MM Rasunyane 

- 

2,746 

317 

Councillor MS Maduna 


8,450 

128 
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49. Additional disclosure in terms of Municipal Finance Management Act (continued) 



Councillor Mohlomi 

- 

- 

856 

151 


■ 

- 

42,071 

4,025 

30 June 2014 



Highest 

Aging 




outstanding 

(in days) 




amount 


Councillor MWT Mabeleng 

- 

- 

3,542 

383 

Councillor RV Mohala 

- 

- 

7,502 

949 

Councillor MP Thamae 

- 

- 

7,641 

886 

Councillor TJ Tsolo 

- 

- 

3,047 

288 

Councillor PI Mavaleliso 

- 

- 

5,376 

604 

Councillor MJ Raboroko 

- 

- 

8,446 

1,098 

Councillor KE Koalane 

- 

- 

7,563 

951 

Councillor MM Rasunyane 

- 

- 

3,707 

672 

Councillor TM Muso 

- 

- 

2,079 

289 

Councillor MP Mohlomi 

- 

- 

3,899 

582 

Councillor KS Mokhuoane 

- 

- 

10,793 

699 

Councillor TB Jakobo 

- 

- 

14,102 

169 


• 

- 

77,697 

7,570 


50. Deviation from supply chain management regulations 

Paragraph 12(1)(d)(i) of Government gazette No. 27636 issued on 30 May 2005 states that a suppiy chain 
management policy must provide for the procurement of goods and services by way of a competitive bidding process. 

Paragraph 36 of the same gazette states that the accounting officer may dispense with the official procurement 
process in certain circumstances, provided that he records the reasons for any deviations and reports them to the 
next meeting of the accounting officer and includes a note to the financial statements. 

Various goods and services were procured during the financial year under review and the process followed in 
procuring those goods deviated from the normal procurement processes as required by paragraph 12(1) of the same 
gazette. The reasons for these deviations were documented and reported to the accounting officer who considered 
them and subsequently approved the deviation from the normal supply chain management regulations. These 
deviations were recorded and reported to the meeting of Council. 

51. In-kind donations and assistance 

The Municipality did not receive any in-kind donations and assistance during the financial year. 

52. Events after the reporting date 

There are no significant matters to report after reporting date. 
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53. Risk management 
Financial risk management 

The economic entity's activities expose it to a variety of financial risks: market risk (including currency risk, fair value 
interest rate risk, cash flow interest rate risk and price risk), credit risk and liquidity risk. 

The economic entity's overall risk management program focuses on the unpredictability of financial markets and 
seeks to minimise potential adverse effects on the economic entity's financial performance. The economic entity uses 
derivative financial instruments to hedge certain risk exposures. Risk management is carried out by a risk 
management unit under Municipal Manager Department and policies are approve by Council. Economic Entity 
treasury identifies, evaluates and hedges financial risks in close co-operation with the economic entity's operating 
units. The accounting officer provides written principles for overall risk management, as well as written policies 
covering specific areas, such as foreign exchange risk, interest rate risk, credit risk, use of derivative financial 
instruments and non-derivative financial instruments, and investment of excess liquidity. 

Liquidity risk 

The economic entity's risk to liquidity is a result of the funds available to cover future commitments. The economic 
entity manages liquidity risk through an ongoing review of future commitments and credit facilities. 

Cash flow forecasts are prepared and adequate utilised borrowing facilities are monitored. 

The table below analyses the economic entity's financial liabilities into relevant maturity groupings based on the 
remaining period at the statement of financial position to the contractual maturity date. The amounts disclosed in the 
table are the contractual undiscounted cash flows. Balances due within 12 months equal their carrying balances as 
the impact of discounting is not significant. 

Controlling entity 

At 30 June 2015 

Other financial liabilities 
Payables from exchange transactions 
Consumer deposits 

Unspent conditional grants and receipts 
Provisions 

Employee benefit obligation 

At 30 June 2014 

Other financial liabilities 
Payables from exchange transactions 
VAT Payable 
Consumer deposits 

Unspent conditional grants and receipts 
Provisions 

Employee benefit obligation 


Less than 1 
year 
541,222 
52,922,073 
2,429,002 
806,883 
1,207,000 


Less than 1 
year 
477,638 
42,745,509 
29,290,116 
2,282,424 
4,320,809 
1,168,000 


Between 1 and 
2 years 


Between 1 and 
2 years 


Between 2 and 
5 years 


Between 2 and 
5 years 


Over 5 years 
6,284,291 


17,891,536 

43,612,805 

Over 5 years 

6,825,513 


16,493,836 

41,184,805 
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53. Risk management (continued) 

Credit risk 

Credit risk consists mainly of cash deposits, cash equivalents and trade debtors. The municipality only deposits cash 
with major banks with high quality credit standing and limits exposure to any one counter-party. 

With the exception of trade receivables, the economic entityonly transacts with entities that are rated the equivalent of 
investment grade and above. This information is supplied by independent rating agencies where available and, If not 
available, the economic entity uses other publicly available financial Information and its own trading records to rate its 
major customers. 

The economic entity's exposure and the credit ratings of its counterparties are continuously monitored and the 
aggregate value of transactions concluded Is spread amongst approved counterparties. Credit exposure is controiled 
by counterparty iimits that are reviewed and approved by the risk management committee annually. 

Potential concentrations of credit rate risk consist mainly of investments, trade receivables, other receivables, short- 
term investment deposits and cash and cash equivalents 

The credit exposure to any single counterparty is managed by setting transaction or exposure limits, which are 
included in the economic entity’s Investment Policy. 

Trade receivables comprise of a large number of ratepayers, dispersed across different industries and geographical 
areas. Ongoing credit evaluations are performed on the financial condition of these customers. 

Trade receivables are presented net of an allowance for impairment and where appropriate, credit limits are adjusted. 

In the case of customers whose accounts become in arrears, it is endeavoured to collect such accounts by levying 
penalty charges, issuing demands for payment, restricting service and handing customers over for collection, 
whichever procedure is applicable in terms of Council's Credit Control and Debt Collection Policy. 

No credit limits were exceeded during the reporting period, and management does not expect any deficits from non- 
performance by these counterparties. 

Financial instrument 

FNB BANK - Current Account - 620 480 92647 
FNB BANK - Business Money Market - 621 517 
03563 

FNB BANK - Savings Account - 620 490 46205 
FNB BANK - Call Account - 623 105 40465 
Sanlam Shares 
OVK / EFC Shares 
Other Financial Assets 

Market risk 


Economic 
entity - 2015 


Economic 
entity - 2014 


Controlling 
entity - 201 5 
583,817 
10,732 

3,063,184 

35,668 

956,026 

1,121,878 

1,027,269 


Controlling 
entity - 2014 
7,347,501 
206,552 

4,656,759 

3,777,116 

889,879 

736,283 

972,871 
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53. Risk management (continued) 

Interest rate risk 

The economic entity's interest rate risk arises from long-term borrowings. Borrowings issued at variable rates expose 
the economic entity to cash flow interest rate risk. Borrowings issued at fixed rates expose the economic entity to fair 
value interest rate risk. Economic Entity policy is to maintain approximately 60% of its borrowings in fixed rate 
instruments. During 2015 and 2014, the economic entity’s borrowings at variable rate were denominated in the Rand. 

Cash flow interest rate risk 


Financial Instrument 

Current interest 

Due in less 

Due in one to 

Due in two to 

Due in three to 

Due after five 


rate 

than a year 

two years 

three years 

four years 

years 

Trade and Other Receivables 

10.00 % 

95,673,547 

- 

- 

- 

- 

from Exchange Transactions 
Receivables from non-exchange 

10.00 % 

31,422,447 


_ 

. 

- 

transactions 

Payables from exchange 

10.00 % 

52,922,873 

_ 

- 

. 

- 

transactions 

Other financial liabilities 

14,00 % 

541,222 


_ 


6,284,291 


Price risk 

The economic entity is exposed to equity securities price risk because of investments held by the economic entity and 
classified on the consolidated statement of financial position either as avaitable-for-sale or at fair value through 
surplus or deficit. The economic entity is not exposed to commodity price risk. 

Post-tax surplus for the year would increase/decrease as a result of gains or losses on equity securities classified as 
at fair value through surplus or deficit. Other components of equity would Increase/decrease as a result of gains or 
losses on equity securities classified a available-for-sale. 

54. Going concern 

The annual financial statements have been prepared on the basis of accounting policies applicable to a going 
concern. This basis presumes that funds will be available to finance future operations and that the realisation of 
assets and settlement of liabilities, contingent obligations and commitments will occur in the ordinary course of 
business. 

The ability of the municipality to continue as a going concern is dependent on a number of factors. The most 
significant of these is that the accounting officer continue to procure funding for the ongoing operations for the 
municipality. 

The municipality is currently experiencing financial difficulties. Indicators of the financial problems are: 

- The significant decrease in accounts payable of R (10,177,204) (2014: R 6,998,064; 

- The economic entity incurred a deficit of R 161,021,852 during the year (2014: deficit R 160,979,093); 

- The creditors are not paid within 30 days as required by the MFMA; 

- Debt collection period has not improved during the current year; 

- The gross outstanding debtors decreased from R 260,092,967 in 2014 to R 246,820,305 as at 30 June 

2015; - The provision for doubtful debts have been estimated at R (127,785,657) (2014: R (192,724,644)). This 

equates to approximately 52% of gross outstanding debtors (2014: 74%). 

- At 30 June 2015 the municipality's current liabilities amounted to R 57,906,980 (2014: R 00,284,576), 

whilst 

the current assets amounted to R 176,553,318 (2014: R 149,701,299). 

We draw attention to the fact that at 30 June 2015, the municipality had accumulated surplus of R 3,341,949,228 and 
that the municipality’s total assets exceed its liabilities by R 3,341,949,228. 
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54. Going concern {continued) 

Previously disadvantaged areas are charged a basic tariff on water as opposed to the consumption tariff, thus 
resulting in a possible loss of income for the municipality. The above challenges did not impair the municipality to 
deliver services to the community as mandated by the Constitution of the Republic of South Africa. 

The municipality shall therefore continue to honour its financial obligations and strive to maintain its assets, and will 
therefore continue to exist within the foreseable future, as a going concern. 

The municipality is also exploring alternative options to improve it's financial position. 

55. Prior period errors 
Derecognise Grant Revenue 

During the period ending 30 June2014 the Setsoto Local Municipality engage in a project to built a 1000 houses. 
During a council meeting it was decided that the Municipality will fund the over spendingof this project out of own 
funds. This resulted in a coreection of the reporting in the prior year as this was accounted for as a grant received 
from COGTA 

The comparative amounts were restated accordingly. 


The correction of the error(s) results in adjustments as follows; 

Statement of financial position 

Decrease in Receivables from non- - (1,937,560) - (1,937,560) 

exchange transactions 

Statement of Financial Performance 

Decrease in Government grants & subsidies - 1,937,560 - 1,937,560 


Heritage Assets 

During the current year GRAP 103 was taken into account and therefore the Mayoral chain, that was preiously carried 
at a zero value, was brougt into account. 

Statement of financiai position 

Heritage Assets - 879,150 - 879,150 

Accumulated Surplus or Deficit - (879,150) - (879,150) 


Movable assets not captured 

Certian assets were identified that were not previously captured on the asset register. 

The correction of the error(s) results in adjustments as follows' 

Statement of financial position 

Property, plant and equipment - 152,298 - 152,298 

Statement of Financiai Performance 

Repairs and maintenance - (152,298) - (152,298) 
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56. Contingencies 


Contingent Liabilities • Pending 
claims 


Damange to property - register 
available at Municipality 

10,574,998 

982,611 

10,574,998 

982,611 

Costs to defend these cases 

1,438,700 

574,668 

1,438,700 

574,668 

Arbitration awards were made to 
employees after their dismissal from 

256,253 

256,253 

256,253 

256,253 


the municipality. The employees 
were found to have been unfairly 
dismissed on 27 July 2014 and 
even though the municipality has 
issued an appeal with the labour 
court there might be a contingent 
liability 

12,269,951 1,813,532 12,269,951 1,813,532 


57. Operating lease 

The municipality have the following significant leasing arrangements: 

Nashua 

• the basis on which contingent rent payable is determined is as follow 

Nashua - photocopiers and printers 

• there are no existing terms of purchases options on these contracts; 

• Leases are negotiated for an average term of 3 years. No sublease contracts exists and no contingent rent 
is payable for the reporting period. The lease agreements have escalations of 10% per year. There are no 
renewal and/or purchase options, 

Minimum lease payments due 

Within one year' 1,516,469 - 1,516,469 

Year two and three 1,769,214 - 1,769,214 

3,285,683 ^ 3,285,683 


58. Changes in accounting policy 

The financial statements have been prepared in accordance with Standards of Generally Recognised Accounting 
Practice on a basis consistent with the prior year except for the adoption of the following new or revised standards 
that were adopted in 2014 Financial year and had therefore a impart on that years' information.: 

• GRAP 25 Employee Benefits. 

♦ Fines 

Employee Benefits (GRAP 25) 

During the 2014 year, the economic entity changed its accounting policy with respect to the treatment of Employee 
Benefits. In order to conform with the benchmark treatment in of GRAP25. The change in accounting policy had no 
material impact on the municipality's annual financial statements. 
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58. Changes in accounting policy (continued) 

Fines 

During the period ending 30 June 2014 the Setsoto Local Municipality changed its accounting policy, whereby traffic 
offence income included under fines, is now recognised on an accrual basis rather than on the cash basis. 

The reason for the change in accounting policy is as a result of an accounting guideline issued by National Treasury, 
which will have an impact on the application of GRAP 23 in the 2013 financial year. The change in accounting policy 
will result in a fair presentation of financial information. 

The comparative amounts were restated accordingly. 

59. Accumulated surplus 
Changes to Accumulated Surplus 

Other Total 

Adjustment to prior year creditors (721,369) (721,369) 

Accounts with no movement used in Sebata Financial System written off 767,913 767,913 


During the current year creditors were paid in respect of previous years. These payments were processed against the 
accumulated surplus account. 

There were also accounts that were used in the Sebata Financial System that became redundant and had no 
movement for the current year. These accounts were also written off against the Accumulated Surplus. 


60. Other revenue 





Other income 1 

Other income 2 

Other income - (rollup) 

824,007 

306,953 

8,612,732 

286,297 

28,236 

17,392,176 

824,007 

306,953 

8,612,732 

286,297 

28,236 

17,392,176 


9,743,692 

17,706,709 

9,743,692 

17,706,709 
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